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WHAT CAN THE FARM BOARD DO TOWARD 
PRODUCTION CONTROL?" 


HERE are doubtless a great many persons whose estab- 
lished business or settled habits of thought put them in 


antagonism to the whole Farm Board proposal and who 
are not trained in objective methods of analysis who would feel 
that the topic of this paper would be adequately disposed of by 
the single word “‘nothing.” There are many others who look wist- 
fully to the Board for the mending of their economic fortunes 
and who also are somewhat naive in their mental processes who 
think it could be answered if not in a single word at least in a 
single sentence. That sentence might run something like this: 
“The Federal Farm Board can stabilize production and thereby 
stabilize prices.” Or better still: ““The Federal Farm Board can 
so control production as to assure the farmer a cost-of-produc- 
tion price.” 

Had my paper been prepared as an amplification of this opti- 
mistic line of thought, it would probably become popular in many 
quarters, be quoted by speakers at organization meetings, be re- 
printed by farm journals, and cause a slight bulge in quotations 
for my stock on the open market. On the other hand, if the paper 
were to take the form of a demonstration of how futile it is for 


* This paper was presented before the sixth session of the American Institute 
of Co-operation at Columbus, Ohio, July 7, 1930. 
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the Farm Board and its protagonists to expect to do anything 
toward improving the condition of agriculture and of the harm- 
fulness of Farm Board meddling, it might attract some attention 
on the news or editorial pages of reactionary dailies, certain trade 
journals, and I might even be asked to prepare an article along 
similar lines for publication in the Nation’s Business. But econo- 
mists have long been notorious for their unwillingness to give 
“ves” or “no” answers to any question, and have been accused 
of always falling back on the safe and sane observation that 
“there is much to be said on both sides” of any economic ques- 
tion. Personally, I have no desire to hide behind a formula, and 
have always preferred to be somewhat venturesome in my ex- 
ploration of economic issues rather than to earn the reputation 
of being a safe conservative. Temperamentally I lean toward 
a faith that institutions of man’s fashioning may be made to ex- 
ert such a control over our economic activities as to produce more 
desirable results than would follow a policy of simple laissez 
faire. But the best scientist, the best engineer, the best practical 
mechanic, and the best operator of a machine which performs a 
difficult feat in the control of nature’s forces is the one who recog- 
nizes the difficulties and limitations as well as the powers, who 
saves himself disappointment and even danger by not attempting 
to do things which, even though theoretically possible, are out- 
side the range of his present machine or his present technique of 
operating it, or the materials at the moment available for its con- 
struction. 

Speaking on this topic necessarily must be “a venture in proph- 
ecy,” but it is my intention to “root my discussion in the solid 
ground of past co-operative experience.” It is perfectly obvious 
that we can prove nothing by what the Federal Farm Board has 
done or failed to do during the troublous first year of its existence. 
Neither can we attach any particular significance to the mandate 
given it in the act under which it was created. This law, and dis- 
cussions which preceded its passage, simply indicate that there is 
a rather widespread belief—the wish no doubt being father to 
the thought—that effective control of production is within the 
range of possibilities and a desire that an agency equipped with 
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large powers and ample resources shall explore every possibility 
of making such control effective. It is no time to indulge in easy 
optimism as to the results which will flow from the mere confer- 
ring of paper powers. Neither is it a time to give way to unrea- 
soning despair simply because of the magnitude of the task pro- 
posed. The surest way of securing the maximum possible 
adjustment within our industry, or needed adjustment of our- 
selves to those conditions of our industry which cannot at the 
moment be changed to our liking, will be secured by a frank 
scrutiny of the actual situation in the several branches of agri- 
culture and of such capacities as co-operative organizations of 
farmers have demonstrated for making group action effective. 


THERE ARE THREE SITUATIONS TO BE NOTED 

The situations which confront the Farm Board vary widely 
from section to section and from commodity to commodity. They 
range all the way from the demonstrably possible to the logically 
impossible. They may be roughly grouped under three headings: 
(a) those in which co-operatives have already shown that a rea- 
sonable degree of control may be achieved and made to operate 
to the distinct benefit of the producer; (0) at the opposite pole, 
those situations in which no effective control has been secured 
even though repeated efforts have been made in the past and in 
which the situation seems to be inherently one which precludes 
control; and (c) branches of the agricultural industry whose 
condition is such as to hold out some promise of achieving a 
measure of group action sufficiently extensive to produce signifi- 
cant economic results. These are situations in which co-operative 
organization is already functioning successfully, but where the 
overhead support of a governmental agency with such powers as 
are possessed by the Federal Farm Board would presumably in- 
crease in an important way the possibilities of carrying a pro- 
gram of rationalization to a successful conclusion. 


A FEW CO-OPERATIVES HAVE PRODUCTION REASONABLY 
WELL CONTROLLED 


Obviously even co-operatives cannot control the weather, and 
there will be bumper crops and crop failures after as well as be- 
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fore the producers are co-operatively organized. Real success in 
the producing department is to be tested by determining whether, 
on the average of growing conditions, plant operations are scaled 
in approximate accordance with the ability of the market to ab- 
sorb the output at remunerative prices. So tested, a few of our 
leading groups of organized producers may be regarded as having 
achieved a measure of success which compares favorably with 
that found in other lines of business. How far it may be said that 
this adjustment is to be attributed to co-operative organization 
as such, how far it must be credited to the sagacity of the indi- 
vidual members who comprise the group, and to what degree it 
is to be explained by the geographic or technological situation of 
the industry is a question which it would be difficult indeed to 
answer. We may, however, cite a few examples of the most suc- 
cessful cases of adjusted production where the factor of co-oper- 
ative organization is also conspicuously present. I shall have to 
limit myself to three illustrations. A few others probably could 
be added—but not many. 

The first case is that of the American Cranberry Growers’ Ex- 
change, a federation strongly developed in the three important 
producing areas—Massachusetts, New Jersey, and Wisconsin. 
In the days when this co-operative came into being the industry 
suffered from price-depressing surpluses as badly as many lines 
of agriculture do today. Under Exchange management a skilful 
job has been done along lines of better merchandising methods 
and the development of consumer demand. On the other hand, 
however, it is noteworthy that production is now held within the 
limits of demand of skilfully exploited markets in spite of the 
fact that there is potential cranberry land of enormously greater 
extent than that which is actually producing. If I understand the 
situation correctly, the producers have a natural element of pro- 
tection in the fact that it costs more than a thousand dollars an 
acre to bring a cranberry bog into bearing, and the technique of 
production and harvesting must be kept on a high plane of per- 
fection, with heavy outlays if the standards of quality demanded 
by the market are to be maintained. This has thrown production 
largely into the hands of comparatively large-scale producers 
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who are keen business men, too shrewd to risk their capital in 
further expansion which would threaten the income position of 
the whole industry. To point to this situation favorable to pro- 
duction control does not, however, minimize the importance of 
the Exchange service in furnishing to their members a sound in- 
formational service upon which to base their decisions as to the 
scale of their operations. 

For my second illustration, I will jump clear across the coun- 
try and take the lemon producers of California. Here we have a 
situation which is similar in many ways. Probably citrus produc- 
tion in California is somewhat better protected by restrictive 
factors of soil, topography, and climate than is the cranberry in- 
dustry. The cost of land and development for an acre of orchard 
is even higher than that of bringing a cranberry bog to bearing. 
Lemon producers on the average, therefore, constitute a compact 
group of tolerably well-to-do and intelligent business men, with a 
strong realization of the solidarity of their economic interests. 
Equipped with the admirable merchandising service of the Fruit 
Growers’ Exchange, and with the well-considered and democrat- 
ically-controlled by-product plant as a buffer between short-run 
vicissitudes of the market and the long-run exigencies of orchard 
development and operation, they present a picture of business 
rationalization which is qualified to take its place along with the 
best examples of competent industrial management. 

My last illustration is to my way of thinking the most signifi- 
cant of the three, because it turns away from the aristocracy of 
highly localized and specialized agriculturists to the democracy 
of general farmers. This case deals with co-operative producers 
of fluid milk, particularly the Connecticut Milk Producers, the 
Interstate Milk Producers of the Philadelphia milkshed, and the 
Maryland Milk Producers’ Association of Baltimore. Here we 
find an organizational set-up and a production program and pol- 
icy which have been carried by their own leaders back to the rank 
and file of common small farmers so effectively as to keep the 
farm management on these small family farms definitely geared 
into the market situation. Thus net returns are kept on a higher 
level than any system of marketing could accomplish if produc- 
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tion were allowed to follow individual judgment rather than be- 
ing co-ordinated in a co-operative group policy. 

Even here it must be admitted that the Connecticut Milk Pro- 
ducers are effectively protected by local sanitary regulations 
within a semi-protected zone of import tariff which cuts the 
United States off from Canada, and freight rate structure which 
cuts the New England states off from the rest of the Union. Even 
so, it is co-operative organization and policy which has enabled 
them to take such full advantage of their situation. A similar co- 
operative policy has enabled the Interstate and Maryland groups 
to do about as well in a situation which is inherently more diffi- 
cult inasmuch as the field of outside competition is larger. One 
final observation in leaving this group of demonstrated success 
in the field of production control, namely, that it has been ac- 
complished without Federal Farm Board aid and by virtue of 
the group action of intelligent producers under leadership of their 
own choosing in which they have great confidence. While any or 
all of these associations may conceivably avail themselves in the 
future of one form or another of Farm Board aid, I see no reason 
to suppose that the success of their policy of adjusting production 
would at any time in the future become dependent upon Farm 
Board support. 





























SOME CASES PRECLUDE FARM BOARD CONTROL 


Our second group of cases is taken at the opposite pole from 
those inspiring illustrations of success which we have just been 
considering. Here also we will pick three examples. They are 
wheat, cotton, and tobacco. In all of them the acreage of poten- 
tial producing land is enormously greater than that in actual 
use. The amount of capital necessary to enter the business is 
almost insignificantly small. The level of intelligence, cohesive- 
ness, and responsiveness to group control is, throughout a consid- 
erable fraction of the industry, extremely low. The wide disper- 
sion of these industries, their relation to general farming and to 
mere rural existence which can hardly be dignified with the title 
of farming, tends to embrace and retain a large number of pro- 
ducers who are submarginal in terms of plant, equipment, and 
technical skill. The upper grades of this producer group are al- 
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most unmanageable within a co-operative organization, and the 
lower ranks, whether within or without, are an insurmountable 
obstacle to effective production control. 

When manufacturing industry undergoes reorganization in 
the interest of effective control, it generally results that inefficient 
plants are closed and superfluous or undesirable labor is fired. 
However, the Farm Board cannot throw the submarginal acres 
out of use, discharge the submarginal tobacco, cotton, and wheat 
farmers, or enjoin them from making further crops on their own 
account. If you close down a match factory or a steel mill, the 
individual worker cannot make matches in his kitchen sink o1 
roll structural shapes on the basement floor; but any darky with 
a mule can make cotton to throw on the market in competition 
with that of the organized producers. Years ago I challenged a 
meeting of farmers to refute the statement that the only way to 
control the production of our great staple field crops would be to 
station a militiaman with a loaded rifle at each farmer’s gate 
throughout the planting season. None of the farmers took excep- 
tion to the statement. One amendment, however, is in order. In 
addition to those regularly-established sentries, you would need 


a large flying squadron to take care of those who would attempt 
to get in a little bootleg planting on land not previously in culti- 
vation. 


THERE IS A PROMISING FIELD FOR EXPERIMENTATION 


Finally, we come to the third field, lying in between the other 
two. Here we find neither the sterile ground on which Farm 
Board effort would be wasted nor the well-cultivated fields in 
which it is unnecessary. There are, I believe, certain agricultural 
enterprises in which group organization can be carried far enough 
to have some effect on stabilizing the business through more in- 
telligent adjustment of production and in which Farm Board 
leadership and aid might be a significant or even decisive factor 
in directing and expanding such efforts. In this field I shall limit 
myself to two illustrations. The first presents another phase of 
the fluid milk problem already cited, and the other refers to live- 
stock. 

We have already shown that existing co-operatives have, out 
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of their own thought and experience, evolved a measurably suc- 
cessful technique for bringing producing operations into line 
with consumptive requirements. This has been accomplished in 
certain eastern areas where local production was below total con- 
sumption of milk and its products, and where the cost of trans- 
portation raised a protective barrier against the great surplus- 
producing areas. The same technique has largely broken down, 
however, when the attempt has been made to transfer it into the 
heart of the general farming section of the Middle West, where 
some milk is produced on every farm and which is bordered by 
the intensive dairy region of central Wisconsin, southern Minne- 
sota, and northeastern Iowa. The successive failures of fluid 
milk producers’ organizations in Chicago and St. Louis and their 
virtual absence from most of the smaller cities of the region bears 
eloquent witness to the insurmountable character of this diffi- 
culty in the past. 

I am not sufficiently venturesome to suggest what line of ac- 
tion the Board might profitably take in this connection. One line 
of approach to the problem, however, seems fairly evident. If 
producers are to adjust their production in accordance with the 
needs of a particular market, they must have the metes and 
bounds of that market reasonably well laid down. It must not 
be a market here today and gone tomorrow by reason of the for- 
aging operations of the dealers or raiding of the territory by pro- 
ducers, co-operative or otherwise, from outside the natural eco- 
nomic boundaries of that milkshed. The jurisdictional disputes 
of labor unions, the fair trade practice controversies of manufac- 
turers and merchants have their counterpart in the field of agri- 
culture if we attempt seriously to organize it in the interests of 
business stabilization. 

It remains to be seen how deep an understanding of the funda- 
mentals of the economic organization of agriculture and the po- 
tentialities of co-operative association the Farm Board will dis- 
play over a period of years, and of how persuasive and aggressive 
will be the call of its leadership toward voluntary adjustment of 
difficulties. It does seem, however, that there is both a need and 
an opportunity for them to assist in establishing the terms of 
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wholesome and equitable competition between fluid milk pro- 
ducers in different metropolitan areas and between fluid milk, 
creamery, cheese factory, and condensery areas. It seems even 
that they might become a sort of Federal Trade Commission—or 
perhaps something rather better than the Federal Trade Com- 
mission—in defining the conditions under which the general 
farmer may place his product in the market of the established 
specialized dairyman. In situations like this, the Federal Farm 
Board is presented with a really extraordinary opportunity for 
establishing the necessary institutional defenses within which 
producers may carry co-operative organization to a point where 
the economically desirable control of production could be ef- 
fected. 

The situation which I have chosen for my second illustration 
presents somewhat greater difficulties, but perhaps along with 
these difficulties an even more challenging opportunity for con- 
structive action in a field which has thus far been only very inade- 
quately explored. The thought has been cherished in certain live- 
stock circles for some years that a way could be found of adjust- 
ing supplies to demand so deftly as to reduce unprofitable pe- 
riods of production and to cause the industry to ride along on an 
even keel of at least moderate prosperity. The rather prompt 
recovery of the sheep industry after the post-war break, and the 
much slower but perhaps sounder adjustment of the cattle in- 
dustry to the conditions of its market, have encouraged large 
hopes that we are now upon the threshold of a development in 
the economic organization of agriculture in which it would be 
possible to measure the trend of demand sufficiently far in ad- 
vance so that supply operations could be fitted neatly to the needs 
of the market as they would materialize in the process of time. 
Price analysts have given us a wealth of knowledge about live- 
stock cycles, and great faith has been manifested in some quar- 
ters that this cyclical movement could be brought under control 
and periods of boom and depression made to give way to a régime 
of stabilized prices and dependable prosperity. 

It is obviously impossible to attempt here to go into an exposi- 
tion of the nature of livestock cycles and the precise steps which 
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would be necessary if they were to be smoothed out. It is com- 
paratively easy for the statistician to show the correlation of sup- 
plies and demands in time series which explain these oscillations 
in price, and to give us a mathematical statement of the precise 
adjustments of supply which would have been necessary to meet 
consumers’ demand schedules on a plane of satisfactory prices. 
It is quite another matter to work out a program of adjustment 
of feeding operations in conjunction with systems of general 
farming and of the production of young stock as a specialized 
pastoral industry in a way which would prove feasible in actual 
practice. We must not forget that the actual quantity of meat 
which comes to market on the hoof depends primarily on the 
amount of grain and forage which is produced, and that this to- 
tal is determined by the operations of a majority of the farmers 
of the United States. Increased supplies of corn for feeding exert 
a pressure to increase the volume of cattle and hogs in the market, 
and the amount of corn available is increased by the discourage- 
ment of southern farmers over cotton production, the dissatis- 
faction of Minnesota and Dakota farmers with wheat prices, 
and numerous other factors outside the will to stabilize hog prices 
on the part of the Corn Belt producer. 

Certainly the Farm Board cannot accomplish the desired re- 
sults in this field through the working out of any rigid schedule 
of breeding or feeding operations to be issued to the members of 
their affiliated co-operatives even if their membership were to 
expand to the point where it embraced a large majority of the 
producers of swine or corn-fed steers or other livestock. An 
enormous staff of workers in the United States Department of 
Agriculture and in dozens of well-staffed agricultural experiment 
stations, supplemented with extension forces, county agents, and 
local farm bureaus, have been working for years upon just this 
problem. No new methods, new facts, or better brains have been 
made available by the coming of the Farm Board. The real ques- 
tion is whether the establishment of this agency bids fair to re- 
move any limiting factor or to supply any new fructifying ele- 
ment which would produce spectacular results instead of the 
very slender response which has been secured from the rational- 
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izing efforts of those agencies during the past ten or twenty or 
fifty years. 

My own answer to the question is that the Farm Board might 
become a better agency than any which we have previously had 
for gauging market requirements and for relaying this informa- 
tion promptly and widely to a majority of the producers whose 
individual decisions are in the last analysis determinative of the 
supplies of livestock which flow to the market. If this informa- 
tion, even though available, is to be made in any large way effec- 
tive, it must be by the co-ordination of the Farm Board and its 
affiliated co-operative organizations with the producer group as 
a whole through those agencies which by many years of study and 
service have come to a position of leadership of farmers. It 
would be neither effective nor economical to attempt to carry 
this program of production control to its consummation through 
a score or so of terminal commission associations, or of any mere 
selling system however numerous its local offices. In view of the 
fact that the activities of the Federal Farm Board in the field of 
livestock marketing up to the present time have conspicuously 


ignored the farmer and his existing scheme of organization, one 
may well feel that, interesting though the possibilities of produc- 
tion control in the livestock field may appear in theory, the at- 
tainment of important results in practice is still quite remote. 


E. G. NoursE 





FAMILY FINANCE IN THE UNITED STATES 


HE business of the household is the largest and most im- 

portant business in the world. All other businesses exist 

for it and because of it. It is the primary industry, while 

the others are secondary. It is largest in number of people em- 

ployed, largest in amount of investment, and of first rank in value 
and importance of its usefulness to society. 

Table I gives estimated figures for some of America’s leading 

industries. The figures for each of these seven leading industries 


TABLE I 
Some Leapinc AMERICAN INDUSTRIES* 








Todunte Number of Annual Value of Estimated 
y People Employed Products or Services | Capital Employed 





Agriculture 8,400,000 
Transportation.......... 2,600,000 
Construction 2,500,000 
Textiles and their products 1,600,000 
Iron and steel 830,000 
886 , 000 
Automobiles 370,000 














* These estimates are based partly upon the U.S. census of manufactures for 1927, the U.S. census 
of agriculture for 1925, and federal income tax returns for 1928. The estimates for the construction in- 
dustry are based partly upon figures supplied by Thomas H. Holden, of the F. W. Dodge Corporation. 


are very impressive, but they decline in importance when com- 
pared with the business of the home. The total investment in 
housings alone in the United States on January 1, 1930, was $71,- 
000,000,000, according to the Copper and Brass Research Asso- 
ciation. The total investment in home equipment is probably 
another $50,000,000,000. The households of the United States 
are managed by more than 23,000,000 housewives and house- 
keepers, which is a greater number than the total of all the peo- 
ple employed by seven of our largest industries. 

The product of the home is the growing family, whose value to 
society cannot be estimated; but we are safe in saying that the 
importance and value of American children is enormously greater 
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than the value of all the material products of American industry 
put together. 

During the last twenty years a very remarkable thing has hap- 
pened. The American home, the largest and most important busi- 
ness in the United States, has suddenly plunged into debt to a re- 
markable degree. During this period there has been an enormous 
increase in this country in the business of lending money to 
finance household and personal needs. According to Leon Hen- 
derson, of the Russell Sage Foundation, the ancient business of 
pawnbroking, both lawful and unlawful, has grown until we have 
today fully $400,000,000 of capital in the business, with an an- 
nual volume of $600,000,000. Industrial banking, founded in 
1910 by Arthur J. Morris, has grown until the total investment 
in all the different systems, including the Morris Plan, Citizens 
System, Wimsett System, and others, is now $240,000,000, with 
an annual volume of business of $360,000,000. The total annual 
business of credit unions is now $60,000,000, with investment of 
$40,000,000. The total amount of share loans by building and 
loan associations is now around $300,000,000.’ The total annual 
business of illegal and unlicensed lenders of various sorts is now 
about $750,000,000 on an investment of only about $125,000,000, 
of which Mr. Henderson estimates that over $300,000,000 of il- 
legal annual loan charges are collected. 

In the accompanying Table II are shown estimates of the an- 
nual volume and outstanding amounts of the different varieties of 
personal loans in the United States other than life insurance pol- 
icy loans, together with estimated annual loan charges. Ac- 
cording to these estimates, the annual volume of these loans is 
$2 ,800,000,000 with more than $1,500,000,000 invested in loans 
outstanding at the present time. 

*It has often been said that share loans by building and loan associations are 
not real additions to credit because, in a sense, the borrower is using his own sav- 
ings, as represented by his pledged shares; but this objection seems inconsistent. 
The borrower from a pawnbroker also uses his own savings represented by his 
pledged jewelry in the same way. Likewise, the borrower on a chattel loan may be 
said to use his own savings as represented by his mortgaged furniture. The total of 


$300,000,000 in share loans by building and loan associations should be included in 
any summing-up of the volume of personal loans. 
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TOTAL CASH CREDIT Is $3,700,000,000 


The total of all policy loans by American life insurance com- 
panies was $2,290,079,713 on December 31, 1929, according to 
the 1930 Compendium of Life Insurance Reports, published by 
the Spectator Company. This total had increased to fully 


TABLE II 


EsTIMATED VOLUME OF PERSONAL LOANS IN THE UNITED STATES AND ANNUAL 
Loan Cuarces* (Not Inctupinc Lire Insurance Poticy Loans) 








Estimated Invest- 


Lending Agencies 


Annual Volume 
of Business 


ment in the 
Business 


Annual Loan 
Charges 





Personal finance companies 
(chattel loan companies). . 

Pawnbrokers 

Industrial banks (Morris Plan 
and others) 

Share loans by building and 
loan associations 

Credit unioris 

Axias (thrift agencies) 

Personal loan departments of 


Other small loans by banks. . 
Unlawful lenders of all kinds. 
Remedial loan societies 

Employees loan associations. | 





500 , C00 , 000 
600 , 000 , 000 


360, 000 , C00 


250,000,000 
60,000,000 
50,000,000 


60, 000 , 000 
150,000,000 
750,000,000 

60,000,000 

20,000,000 





275,000,000 
400 ,000 , C00 


240 , 000,000 


300,000 , C00 
40,000 , COO 
30,000,000 


33,000,000 
87,000,000 
125,000,000 
32,000,000 
10,000,000 





$ 90,000,000 
150,000,000 





| 
\$1, 572,000,000 





* These estimates are partly taken from an interview with Leon Henderson, entitled “Business 
Rescues the Small Borrower,’’ which appeared in The Business Week, January 22, 1930. The estimates 
of share loans by building and loan associations are based upon figures supplied by H. F. Cellarius, 
secretary of the United States League of Building and Loan Associations. 


$2 500,000,000 by September 1, 1930. A considerable amount of 
these loans are business loans on large policies, running into mil- 
lions of dollars; so that the total amount of strictly personal and 
family loans on life insurance policies is now around $2,200,- 
000,000, on which the annual loan charges are around $130,- 
000,000. 


SHORT-TERM LOANS US. LONGER-TERM LOANS 


Personal loans on life insurance policies differ fundamentally 
from all the varieties of cash credit in Table II in that policy loans 
are of much longer duration, running for two or three years or 
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more, which would make the annual volume of such borrowings 
somewhere from $500,000,000 to $1,000,000,000. The varieties 
of loans in Table II run, on the average, from about six months 
to somewhat more than a year, and might be called short-term 
personal loans, as distinguished from the longer-term personal 
loans on life insurance policies. 

But of all the American agencies of personal finance, the most 
unique is the legalized type known collectively as the “personal 
finance business,” although each individual loan office is vari- 
ously known as “chattel loan company,” “small loan company,” 
or “industrial loan company.” This business is made up of per- 
sonal loans up to $300 for the most part secured by chattel mort- 
gages on the household furniture of borrowers. 

This type of business did not exist in legalized form prior to 
1909, because up to that time the old medieval usury laws in ef- 
fect in the United States set general statutory maximums for all 
kinds of loans at 6 per cent a year in most states, although in 
many cases, 8 per cent, 10 per cent, and even 12 per cent a year 
were recognized as lawful. 

For many years, prior to 1909, thousands of small borrowers 
who could not borrow from banks had been borrowing on chattel 
loans and on wage assignments from lenders operating in defi- 
ance of the usury laws, and paying rates which ranged from 20 
per cent a month up, the antiquated usury laws being the main 
cause of the high rates because each lender had to be indemnified 
against the risks of violating the law. 

The Russell Sage Foundation of New York City, through its 
Division of Remedial Loans, began an intensive study of both 
chattel loans and salary loans in 1909, and, after several years 
of research, formulated the Uniform Small Loan Law, which has 
achieved remarkable results in many of our industrial states. 
The law takes small personal loans up to $300 out from the juris- 
diction of the usury laws and reduces the evils of exploitation 
and oppression. This law, which is now in operation in fifteen 
states, fixes a maximum of 3% per cent a month on loans of $300 
or less. There are varieties of this law with maximums of 3 per 
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cent a month in a few other states, making a total of twenty-one 
states with 3 per cent to 3% per cent maximums. (See Table 
ITI.) 

This business, generally known as the “personal finance busi- 
ness,” consists predominantly of chattel loans; but it also in- 


TABLE III 


THe TWENTY-ONE STATES WHICH ON SEPTEMBER 1, 1930, HAD 
Smatt-Loan Laws witH ADEQUATE MAXIMUMS OF 3 PER CENT 
OR 33 Per CENT A MONTH, AS SPONSORED BY THE RUSSELL 
SaGE FounDATION 
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Name of State ment y the Law 





| 

IQI5 
| rors | 
Massachusetts.........| 1916 
Illinois 1917 
| 1917 

1917 

1917 

1918 

1918 

1919 

Connecticut 1919 
Pennsylvania..........| 1919 
| 1920 

1921 

1923 

1925 

1925 

1925 

1927 

1928 

1929 


ed 


(with 3% monthly fees) 











www WWW WWW WW WW WW WW WH Ww Ww 








cludes a considerable percentage of low-grade indorsed loans’ 


and some loans secured by salary and wage assignments. It be- 
gan to be legalized during the formative period from 1909 to 
1916, and has grown from nothing to its present size. There are 
now 3,500 licensed loan offices in the business, with loans out- 
standing of $275,000,000. The total annual volume of business 
is $500,000,000, on which about $90,000,000 in gross loan 
charges is collected. 

Of the 3,500 loan offices, about three-fourths are independent 


? The indorsers on these notes are often of very weak financial responsibility, 
and most of them would not be acceptable as indorsers on bank notes. 
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unit offices, while the others are members of chain organizations. 
About one-third of the 3,500 offices are members of the Ameri- 
can Association of Personal Finance Companies. 

The four largest chains of personal finance companies which 


belong to this trade association are as follows: 
Estimated 

Name of Company Loans Outstanding 
Household Finance Corporation* . ‘ : . $38,000,000 
Beneficial Industrial Loan Corporation. ; . 35,000,000 
National Cash Credit Association and subsidiaries . 11,000,000 

Commonwealth Loan Company and Metro Loan 
Company . ee ‘ ‘ ? ; : . 6,500,000 


* See the American Magazine for March, 1930, for a brief history of the House- 
hold Finance Corporation and its president. 


THE GROWING DEMAND FOR CHATTEL LOANS 
From Table II it can be seen that the outstanding total of 
short-time current personal and family loans, not including life 
insurance policy loans, in the United States has reached at least 
$1,500,000,000 and that about one-sixth of this total is accounted 
for by the chattel loans of the personal finance business. But the 


remarkable feature is that the percentage is rapidly increasing. 
Ten years ago it was not as much as 5 per cent. Today it is nearly 
20 per cent. Presently it may be as much as 25, 30, or 35 per cent. 

In the Middle Ages the pawnbroker loan was the dominant 
form of personal borrowing. Next came the loan with co-makers 
and indorsers. But the most unique type of personal loan today 
is the chattel loan. 

It requires no argument to show that a loan secured by per- 
sonal property left in the possession of the borrower where it can 
still be used is more desirable from the viewpoint of economic 
science, than a loan secured by property left in the possession of 
the lender where it is utterly useless. The chattel loan has come 
in with modern civilization and its accompanying increase in 
trust and confidence, as contrasted with the suspicion and in- 
security of the Middle Ages. 

But many people do not yet understand why the use of the 
chattel loan is increasing today relatively faster than the use of 
the personal loan secured by co-makers or indorsers. From the 
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point of view of the lender, the loan with co-makers or indorsers 
is safer and can be made at lower money costs because less risky. 
But the chattel-mortgage loan is increasing in use as compared 
with the personal loan with co-makers or indorsers because there 
is a relatively greater increasing demand for it. 

There is something uneconomic about one family’s risking its 
financial independence by going on another family’s note. It is 
a practice seriously open to question.*® In fact, the family that is 
jointly or contingently liable for another family’s debts has given 
up its financial independence for the time being. In most cases 
this partial sacrifice of financial freedom is given without com- 
pensation. The responsible co-signer and indorser become in re- 
ality employees of the lender to see that the loan is paid, without 
any compensation whatever. This is the chief reason why lenders 
can make such loans at lower money costs than the costs of chat- 
tel loans. Many responsible people who have once been co- 
makers or indorsers refuse to go on other peoples’ notes again. 
Friendships of many years standing have often been broken up 
by such loans. 

On the other hand, four out of every five families who want to 
borrow money either cannot get responsible co-makers and in- 
dorsers or else do not want them. Many people who have once 
had their friends go on their notes do not want to borrow in that 
manner again. There are thousands of borrowers in the United 
States who declare they are willing to pay double monthly loan 
charges rather than go around begging to get their friends on 
their notes. One borrower says, “My friends are worth more to 
me than what I would save by getting them on my note.” 


* Andrew Carnegie wrote in his Empire of Business (1902) as follows: “The 
third and last danger against which I shall warn you is one which has wrecked 
many a fair craft which started well and gave promise of a prosperous voyage. It 
is the perilous habit of indorsing—all the more dangerous, inasmuch as it assails 
one generally in the garb of friendship. It appeals to your generous instincts, and 
you say, ‘How can I refuse to lend my name only, to assist a friend?’ It is because 
there is so much that is true and commendable in that view that the practice is so 
dangerous. Let me endeavor to put you on safe, honourable grounds in regard to 
it. I would say to you to make it a rule now, never indorse Before you in- 
dorse at all, consider indorsements as gifts, and ask yourselves whether you wish 
to make a gift to your friend and whether the money is really yours to give.” 
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Thus the chattel loan has come suddenly to a leading place in 
the field of personal loans. It is, in most cases, the only available 
form of financing by which a worker’s family stands entirely on 
its own resources. Under this plan it takes only about twenty- 
four hours to get a loan, whereas it may take a week to get two 
satisfactory indorsers. It is quick. It is confidential. It insures 
complete privacy. It is no wonder then that the business has 
grown rapidly. 

A MISUNDERSTOOD BUSINESS 


This business has grown the most in the last two years. In the 
early months of 1928 there were only 2,000 loan offices in the 
business, with $100,000,000 of loans outstanding and a business 
of $180,000,000 annually. Today there are 3,500 offices and 
more than $275,000,000 of loans, with an annual business of 
$500,000,000. 

This recent remarkable growth in the personal finance busi- 
ness, which is mostly chattel loans, has been greatly misunder- 
stood. Many reformers and social workers, seeing this increase 
from $100,000,000 to nearly $300,000,000 in three years, have 
jumped to the conclusion that there must be something wrong 
about it. 

There is no ground for this alarm. If any one of the nation’s 
largest industries mentioned at the beginning of this article 
should increase any one form of its current debts by $200,000,000 
or $500,000,000, or even $1,000,000,000, nothing would be said 
about it. Then why should there be anything alarming about an 
increase of $200,000,000 in chattel loans for current expenditures 
by the largest industry in the United States—the American 
household—especially when this increase is mostly merely a 
change from one kind of current indebtedness to another, as will 
be shown later. 

Some writers have assumed that the personal finance business 
has tricked or beguiled its customers into debt in some under- 
handed way. Others think naively that the customers of the per- 
sonal finance companies come to them free from debt when ap- 
plying for a loan, and are then talked into becoming indebted by 
aggressive salesmanship which should be suppressed. 
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THE PERSONAL FINANCE BUSINESS IS AN EFFECT, 
NOT A CAUSE 


But the personal finance business is not the cause of its custo- 
mers’ debts. Its customers’ debts are the cause of its existence. 
Most of the $1,500,000,000 of personal loans of all kinds as 
shown in Table II, and most of the $275,000,000 of loans in the 
personal finance business, came into existence because of the al- 
ready existing current debts of millions of American families. 
While this growth in total personal loans to $1,500,000,000 and 
this increase of the chattel loan business to $275,000,000 seem 
large, they are insignificant compared to the much more funda- 
mental increase in total current debts. 

There are several ways of classifying personal loans, some of 
which are (a) by kinds of security, (b) by duration of the loan, 
(c) by size of the loan, (d) by purposes of borrowing, (e) by 
basic causes of borrowing. These five classifications are the ones 
most used by students of the subject, although up to the present 
time there has been no complete scientific study of the basic 
causes, which may range all the way from failure to keep a 
budget to the form of improvidence which is sometimes called 
“keeping up with the Joneses.” 

Another, sixth, classification which gives very significant re- 
sults is a classification by varieties of financing. If we can classify 
the varieties of borrowing by large corporations into well-de- 
fined groups, such as new financing, refunding bonds, consoli- 
dated mortgages, and others, why not seek to find analogous va- 
rieties of family borrowing? 


THE FOUR VARIETIES OF PERSONAL FINANCING 


It is an axiom in the personal loan business that all personal 
loans fall into two basic classes as follows: 
A. Loans made to customers free from debt before borrowing 
and whose borrowing gets them into debt. 
B. Loans made to customers already in debt before borrowing. 
The foregoing two classes are mutually exclusive, and they in- 
clude all loans. But Class B above can be further subdivided as 
follows: 
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1. Loans made to customers a/ready in debt but who do not use 
the borrowed money, or a substantial portion of it, to pay off 
or reduce previously contracted debts. 

2. Loans made to customers already in debt and who use the bor- 
rowed money, or a substantial portion of it, to pay off or re- 
duce previously contracted debts. 

These two subordinate classes are mutually exclusive, and 
they include all loans in Class B above. But they do not include 
any loans in Class A above. In other words, we now have three 
simple and mutually exclusive classes. 

But the subordinate Class 2 above can be further subdivided 
into two mutually exclusive classes as follows: 

a) Loans made to customers already in debt and who use the 
borrowed money, or a substantial portion of it, to pay off or 
reduce one previously contracted debt. (No consolidation. ) 

6b) Loans made to customers already in debt and who use the 
borrowed money, or substantial portion of it, to pay off or 
consolidate two or more previously contracted debts. 

There may be some objection to subdividing Class 2 above into 
Classes (a) and (0), but in actual practice this subdivision is 
logical because the two classes are of considerable size and be- 
cause there is a real distinction in loan-office practice between 
paying off only one debt and in paying off or consolidating two 
or more debts. 

We now have four distinct classes of personal financing, and 
each class is mutually exclusive of the other classes. These are 
restated in Table IV. 

When a customer comes to a personal loan office for finance 
service, his financing will be one of these four different kinds. 
There are two ways in which he can incur new debts and two 
other ways in which he can borrow to pay off already existing 
debts. If he incurs a new obligation, either he will incur a new 
debt in addition to debts already contracted or, in unusual cases, 
he will incur a new debt where he was previously not in debt at 
all. If he uses a considerable part of his loan to pay off previous- 
ly contracted debts, either he will borrow to pay off a single debt 
or he will borrow to pay off a group of two or more debts. 
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In other words, the individual household has its varieties of 
financing just as large corporations have. It may have new 
financing, it may have refunding loans, or it may have consoli- 
dated loans. 

QUESTIONNAIRE STUDIES 

In the spring of 1930, questionnaires based on these four 
classes were mailed out to nearly 100 personal finance offices all 
over the United States, with requests that each loan manager 
make an actual count of 100 or more loans and classify them into 
these four groups. 

Previous to this study, the writer attempted to use question- 
naires with from six to twelve classes and subclasses, but these 
were found impracticable because the majority of loan managers 
did not have sufficiently complete information. The four-part 
classification here outlined was developed from actual loan-office 
practice. 

RESULTS OF QUESTIONNAIRES 

As a result of tabulating 80 questionnaires sent in during May, 
1930, the average percentages for the offices were obtained as 
shown in Table IV. 

In making this study, each loan-office manager made an actual 
count of from 100 to 500 loans, so that the final figures are based 
on more than 10,000 loans and aggregating more than $1,500,000. 
In addition to this study, other earlier preliminary studies were 
made, which were described in an article by the writer in the 
Personal Finance News for March, 1930. 

From these studies shown above and from the other studies, 
we make the following conclusions: 

1. Fully 95 per cent of the loans made by the licensed person- 
al finance companies are made to people already in debt at the 
time of borrowing. 

2. Fully 85 per cent of all the loans made by the personal 
finance companies are made to customers who use the borrowed 
money, or a considerable portion of it, to pay off or consolidate 
previous debts.* 

“Of the total of $500,000,000 of loans made annually by the personal finance 


companies, we can say that fully 85 per cent of it, or $425,000,000, is in loans where 
the customers use the borrowed money, or a considerable portion of it, to pay off 
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These figures have been substantiated by the executives of 
several other loan companies in addition to those studied. 


TABLE IV 
Tue Four Varieties OF PERSONAL FINANCING Average Per- 
centage in 
Each Class 
. Loans made to customers absolutely free from debt 
before borrowing money and whose borrowing gets 
them into debt . p : ‘ é ; : 
. Loans made to customers already in debt, but who do 
not use this borrowed money, or a substantial portion 
of it, to pay off or reduce previously contracted debts . 
. Loans made to customers already in debt and who use 
the borrowed money, or a substantial portion of it, to 
pay off or reduce one previously contracted debt. (No 
consolidation. ) ; , ‘ : : ; ‘ 
. Loans made to customers already in debt and who use 
the borrowed money, or a substantial portion of it, to 
pay off or consolidate two or more previously contract- 
ee a 


100.00 

* The figure for loans to customers free from debt is too high because there are al- 

ways some applicants for loans who do not report their indebtedness. Loan manag- 

ers are almost unanimous in saying that practically all borrowers who seek personal 
loans are already in debt. 


or consolidate previous debts. But in numerous cases some of the borrowed money 
constitutes new borrowing in addition to refunding old debts. Thus the percent- 
age of the actual annual volume of loans made to pay off or consolidate old debts 
is less than 85 per cent. From reliable estimates we find it ranges from 65 per cent 
to 80 per cent. 

In The Small Loan Situation in New Jersey in 1929, by Dr. Willford I. King, the 
author classified the purposes of 16,079 customers of New Jersey personal finance 
companies, in applying for loans. He found that the liquidation of other debts was 
the reason assigned in 32.46 per cent of the cases; that payments for current ex- 
penses were assigned in 36.44 per cent of the cases, and expenses arising from illness 
or death in 10.99 per cent of the cases. But, although these findings indicate that 
only 32.46 per cent of the loans were made to pay off debts, we also know from 
further investigation that most of the 36.44 per cent assigned for current expenses 
went for paying off debts for current expenses, and that most of the 10.99 per cent 
assigned for expenses arising from death and illness was for paying off debts arising 
from those causes. In numerous cases, applicants, when asked the purposes of 
loans, said, “To buy coal” or “To buy an overcoat,” when in reality they meant to 
say, “To pay a bill for coal already bought” or “To pay a bill for an overcoat.” 

In other words, a classification of loans only by purposes of borrowing does not 
give a true picture of the total amount loaned to pay off other debts. We need 
also the supplementary classification by varieties of financing. “Paying off debts” 
is not strictly a purpose of borrowing. It is one of the four varieties of financing. 
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But even without the results of these questionnaires, it can be 
shown on the basis of economic theory why these conclusions 
must be true. Certainly a family absolutely free from debt would 
be seriously tempted by the numerous opportunities available to 
get into debt on open accounts or on the instalment plan, before 
seeking a cash loan at 3 or 3% per cent a month. 


WHO SANK THE RAFT? 


The financial situation of a family with several accumulated 
current debts may be compared to a raft out in the ocean which 
just floats with five men on it. Another man gets on the raft and 
it sinks. Who sank the raft? 

The typical American family today is in debt, on the average 
to the extent of $250 for open-account debts and instalment pur- 
chases, as will be shown later in this article. In many cases the 
payments on these obligations cover the entire family income 
and slightly more. In this predicament, the family’s financial 
situation is like the raft. The accumulated current debts, while 
taking all che income, are not quite enough to sink it. But if 
some emergency comes along, such as a death, or an accident, or 
sudden sickness, the financial situation becomes impossible, and 
the family is forced to seek financial! aid. It is difficult to say 
whether the accumulated debts or the emergency drove the fam- 
ily to the finance office; but we do know that if the family had 
been free from debt or had saved up a cash reserve, it would not 
have been compelled to borrow. 

We say that the purpose of most remedial loans is to meet an 
emergency, and this is undoubtedly the truth. But we also say 
that the loan was made to “consolidate debts,” which is also a 
true statement. But neither statement tells us just what was the 
still more fundamental cause which keeps the borrower in debt.* 

* During the preparation of this article, the author was criticized as giving sup- 
port to the belief that people can live beyond their means. But there is no point in 
denying the fact that thousands of families do actually live beyond their means 
for months at a time by allowing their total expenditures to exceed their total in- 
comes. But common sense tells us that such unbalanced family financing must be 
paid for. Either the family will pay for it by an equivalent period of retrenchment 


and economy, while paying off a personal finance company or by paying off their 
debts under their own management; or, on the other hand, the creditors will pay 
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From one point of view, it was the sixth man who sank the 
raft. From a more basic point of view, it was the five men al- 
ready on the raft who caused it to sink. Likewise, from one point 
of view, most personal loans are caused by emergencies; but 
from a more basic point of view, the already accumulated debts 
of a family force it to borrow in an emergency. But our next 
problem is to find out the fundamental cause for the accumula- 
tion of the debts. 


THE FUNCTION OF PERSONAL FINANCE 


The function of the personal finance business, as it is con- 
ducted in the United States today, is primarily to help people out 
of debt and not to get them in debt. In 96 per cent of the cases 
they are already in debt when they seek financing. Thus, it can 
be seen that the business is mostly the effect of previously con- 
tracted commodity debts, and not the cause of debts. 

Reformers and social workers have been amazed at the growth 
in volume of chattel loans in the personal finance business, but 
they see only the effect. They should be much more amazed at 
the American family’s recent plunge into debt for commodity 
purchases. 


THE AMERICAN FAMILY’S PLUNGE INTO DEBT 


The American family’s plunge into debt for commodities dur- 
ing the last few years constitutes one of the most remarkable 
phenomena in modern history. Fifty years ago no one would 
have dreamed that our once predominantly thrifty population 
would today become apparently not thrifty at all. No one would 
have predicted in those days, when most people “‘never got into 
debt and always lived within their means,” that today most of 
our American homes would be in debt all the time. 

But the unexpected happened. Our national realized income is 


for the unbalanced financing by being compelled to charge debts off as uncollecti- 
ble. The annual losses on uncollectible open-account debts in the United States 
are today $100,000,000 and on uncollectible instalment debts another $100,000,000, 
making a total annual loss of at least $200,000,000. It may be as much as $300,- 
000,000. But those who live in affluence and never pay are not really living beyond 
their means. Part of their “means” is their means to get things without paying for 
them. 
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today somewhere around $90,000,000,000; ° and of this amount, 
$59,000,000,000° goes for retail purchases, of which at least 
$30,000,000,000, or about one-half, is bought on credit.’ Of this 
total amount bought on credit, about $23,000,000,000 is bought 
on open charge accounts and about $7,000,000,000 on the in- 
stalment or time-payment plan.* 

The great majority of instalment sales contracts are usually 
paid up in about a year; but they run on the average about half 
a year or slightly less, because they range all the way from one 
day up to twelve months in duration of time until final payment 
dates. As a result, the total of instalment paper outstanding at 
any time is about $2,500,000,000. Open charge-account pur- 
chases are paid on the average in about seventy-two days, or one- 
fifth of a year from the time the debts are incurred, making the 
total of charge accounts outstanding at any one time about one- 
fifth of the annual volume of $23,000,000,000 or $4,500,000,000. 
Adding this $4,500,000,000 of open-account debts to the $2,- 
500,000,000 of outstanding instalment credit gives a total of 
about $7,000,000,000 as the volume of current commodity debts 


* Estimates for the year 1930, based upon the 1928 estimates of Dr. W. I. King 
in The National Income and Its Purchasing Power, published in 1930 by the Na- 
tional Bureau of Economic Research, Inc. 


* The estimate of the total volume of sales on credit is based upon interviews 
and correspondence with a number of credit men and on the estimates of Mr. Guy 
H. Hulse, secretary of the National Retail Credit Association. 


* The estimates of the outstanding amounts of open-account debts and instal- 
ment debts are based upon interviews with Mr. Guy H. Hulse and with Dr. Wilbur 
C. Plummer, economist for the U.S. Department of Commerce, and with Mr. Mi- 
lan V. Ayres, economic analyst for the National Association of Finance Compa- 
nies. Dr. Plummer and Mr. Hulse estimate the total annual volume of instalment 
sales to be $7,000,000,000, while Mr. Ayres estimates it to be $6,000,000,000. On 
the average, about one-fourth of the annual volume is paid in cash, leaving three- 
fourths to be paid on instalments. On this basis there would be about $2,500,000,- 
ooo outstanding at any one time with $7,000,000,000 annual volume; and about 
$2,250,000,000 outstanding with the $6,000,000,000, as estimated by Mr. Ayres. 
But there is no serious inconsistency between the two estimates, because Dr. Plum- 
mer’s estimate of annual volume includes a wider range of time-payment purchases 
than does the estimate of Mr. Ayres. The New York Times of August 7, 1930, 
summarizes Mr. Ayres’s estimates which he gave out at Charlottesville, Virginia, in 
an address on August 6, 1930, before the Institute of Public Affairs of che Univer- 
sity of Virginia. 
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of the families of the United States. Dividing this sum by 27,- 
000,000, the estimated number of families in the United States, 
gives us $250, which is approximately the average current in- 
debtedness of each family for commodities. In other words, the 
typical American family finds itself today, on the average, con- 
tinuously in debt about $250 for current purchases of commodi- 
ties, to say nothing of other debts. 

In the year 1910, the total volume of retail sales in the United 
States was approximately $20,000,000,000; and of this amount, 
only about $2,000,000,000 was sold on credit. But in 1915, al- 
though retail sales had increased to about $21,000,000,000, the 
total of sales on credit had increased to about $3,000,000,000. 
During the next five years, while the World War was in progress 
and during the post-war boom, total retail sales doubled in vol- 
ume to $45,000,000,000, while total sales on credit tripled in 
volume to around $9,000,000,000. 

This, in itself, was a remarkable change in American buying- 
habits, but it was only the beginning. In 1925, with retail sales 
at $53,000,000,000, our sales on credit had increased to $18,- 
000,000,000, of which $6,000,000,000 was on the instalment 
plan. But in 1929, total retail sales increased to $59,000,000,000, 
with $30,000,000,000 on credit,° of which $7,000,000,000 is esti- 
mated to be on instalments. The figures for 1930 are about the 
same as for 1929. 

But we have already seen from Table II and the paragraphs 
following that the total cash credit outstanding at any one time 
is about $3,700,000,000. 

Adding these money borrowings to our $7,000,000,000, we 
now have a total of $10,700,000,000 as a minimum estimate 
of the total of all current debts of the American family and ex- 


* The question arises at this point as to whether the total of $30,000,000,000 of 
annual sales on credit represents a part of the aggregate social income, or whether 
it is merely a shifting from one group of people to another. It contains elements of 
both. All of the $30,000,000,000 of credit sales constitutes a part of the total social 
income; but that part of the total which is never paid for, and is charged off by 
retailers as uncollectible, constitutes also a shifting of income from one group to 
another. Sales on credit which are not paid for constitute an addition to the 
social income of unreliable purchasers, which is taken from unwilling creditors. 
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cluding family debts on real estate.*° These current family debts 
are itemized in Table V. 
In contrasting the $3,700,000,000 with the $7,000,000,000, 


TABLE V 
CurrENT FAMILy FINANCING IN THE UNITED STATES 
Class of Indebtedness Total Amount Outstanding 
Open account debts . ; : ; , . $ 4,500,000,000 
Instalment debts .. F ‘ ‘ .  2,500,000,000 
Short-term cash credit (See Table II) . ; 1,500,000,000 
Life insurance policyloans .. ‘ .  2,200,000,000 
Total current family debts . : . . $10,700,000,000 


* There are no official figures available for the total of real estate mortgages on 
dwellings in the United States. But on the basis of available statistics from dif- 
ferent sources, it can be calculated that the total is roughly $22,500,000,000. This 
total is made up of $8,000,000,000 of mortgages by building and loan associations, 
$3,500,000,000 of first mortgages by insurance companies, $5,000,000,000 of first 
mortgages by banks and trust companies, $3,000,000,000 of first mortgages by pri- 
vate mortgage companies, $2,000,000,000 of second mortgages, and a final $1,000,- 
000,000 calculated to be the proper allocation to farm homes out of the total of 
$9,400,000,000 of mortgages on farms in the United States. 

It would be improper to add the total of $22,500,000,000 of real estate debts 
to the total of $8,500,000,000 of current family debts to get the total of all family 
debts, both current and fixed, because in the United States about 60 per cent of 
all dwellings are rented and a large proportion of the $22,500,000,000 is thus owed 
by landlords. Nevertheless, the total of home-mortgage debts by families living in 
their own homes is probably at least $10,000,000,000, so that the total of all Amer- 
ican family debts, both current and fixed, may be estimated at $20,700,000,000. 

On the other hand, families who are buying homes on the instalment plan may 
be considered as owning only an equity investment in their homes, which they are 
slowly increasing by savings. 

It is probable that fully $1,000,000,000 or more of the real estate mortgages on 
homes in the United States has been incurred on account of current household 
needs, since we know that thousands of people use home-mortgage money for au- 
tomobiles, furniture, and many other current expenditures. Adding this $1,000,- 
000,000 to our $10,700,000,000 of short-time credits for current needs and $2,200,- 
000,000 in life insurance policy loans, we can say that American families today 
owe fully $11,700,000,000 in both short-time and long-time loans incurred for 
current household expenditures. 

In Ten Thousand Small Loans (1930) by Dr. Louis N. Robinson and Maude E. 
Stearns, published by the Russell Sage Foundation, it was found that out of the 
10,000 cases studied, approximately one-third of all borrowers owned real estate 
either outright or subject to mortgage, but only about 6 per cent owned real estate 
free of mortgage. It was found that 69 per cent paid rent for the dwellings in 
which they lived. 
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there are basic points to be noted. The first is advanced as cash 
credit; the second is advanced as commodity credit. But al- 
though they differ in this way as to origin, they are both the same 
thing in the final analysis. They must both be paid in money. 
They are both money debts. 

The $1,500,000,000 of short-term cash credit from Table IT, 
and the $2,200,000,000 of life insurance policy loans, must be in- 
cluded in the total to give a complete picture of total current fam- 
ily debts; but at all times it must be remembered that the $1,500,- 
000,000 of short-term loans and the $2,200,000,000 in life insur- 
ance policy loans, for the most part, came into existence because 
about one-half of those who owe the $7,000,000,000 or more of 
direct debts found it necessary or desirable to delay their final 
payments of these debts by shifting to other creditors.** 

The $7,000,000,000 of basic current indebtedness is made up 
of everything that is sold at retail; but, as a rule, the more ex- 
pensive items tend to be sold on the instalment plan and the less 
expensive items to be sold for cash or on open account. 

A number of economic factors have operated to bring about 
this growth in credit sales, some of which are aggressive advertis- 
ing, competition between retailers, and high-pressure salesman- 
ship. Another strong factor is the imitation of the standards of 
living of neighbors and friends, often called “keeping up with 
the Joneses.” But the most important factor is the rapid growth 
in the total size of the national income from about $31,000,- 
000,000 in 1910 to around $90,000,000,000 at the present time. 

Another powerful factor is the change in the mental attitude 
of the public toward the problem of going into debt. Twenty 
years ago, millions of families refused to go in debt at all. Today, 
the family that does not go into debt is rare. The nation has be- 
come debt-minded. 

™ Current family debts for commodities do not constitute all of the obligations 
which may force a family to seek financing. There are other obligations, such as 
rentals, taxes, insurance premiums, and still others of a similar nature, either just 
about to become due or overdue, which at any one time may total as much as 
$3,000,000,000 or considerably more. These obligations, together with the $7,000,- 


000,000 of current commodity debts, constitute, in the aggregate, the basic cause of 
which fully 85 per cent of the loans of the personal finance companies is the effect. 
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This national transformation to debt-mindedness has had va- 
rious effects, one of which is to keep large numbers of families 
continually in debt up to the limit of their capacities. Millions of 
such people are unable to resist the temptation to buy on credit. 
But probably the most effective direct pressure to get the Ameri- 
can family into debt comes from firms who sell on the time-pay- 
ment plan. Even those who might normally resist the temptation 
to buy on open-account credit may yield finally to the persuasive 
arguments of instalment salesmen. 

The $2,500,000,000 or more of instalment sales estimated to 
be outstanding at any one time is made up of a wide variety of 
specialty goods, such as automobiles, washing-machines, pianos, 
sewing-machines, furniture, radio sets, vacuum cleaners, and 
many other intangible things, such as deferred payments of medi- 
cal services and dentists’ bills. 

According to an official report of the National Association of 
Finance Companies, made public on March 25, 1930, there were 
10,214,000 automobiles sold in 1929, of which 5,601,000 were 
used cars and 4,612,000 were new. During the last five years the 
total sales of new and used cars were 40,000,000, or an average 
of 8,000,000 a year. Of the 40,000,000 automobiles sold in the 
last five years, about 24,000,000, or 60 per cent, were sold on the 
instalment plan. 

The total value of all the radios in the United States in 1914 
was $492,000, but in 1925 the total retail sales of radio sets and 
accessories was $430,000,000. In 1929 it was $805,000,000. It 
is estimated that 85 per cent of all radio sets are sold on the in- 
stalment plan. 

In 1914 all the vacuum cleaners in the United States were 
valued at $19,000,000. Today there are more than $35,000,000 
worth in use. The total value of washing-machines now in use in 
the United States is more than $80,000,000. These have all been 
sold since the World War, and mostly on credit. The total sales 
of electric refrigerators are now over $100,000,000 a year, and 
most of them on credit. 

There is nothing fundamentally wrong with either the open 
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charge-account system or with instalment selling. The $7,000,- 
000,000 of current debts for family purchases in these two cate- 
gories can be called neither unsound nor unnecessary. Each debt 
is normally self-liquidating and is paid out of income. In general, 
the modern time-payment system has been beneficial to the 
American family, although in individual cases many families 
have gone more deeply into debt than they should. The evils of 
the modern credit system are not to be found in the debts them- 
selves but rather in the frequent lack of business and financial 
judgment on the part of both retailers and purchasers who get 
themselves into difficulties through lack of foresight. 

If we take the figure of $90,000,000,000 as the total realized 
income of the United States for 1930, then the approximate in- 
come for a single month is one-twelfth of this total, or $7,500,- 
000,000, which is nearly the same as our estimate for the total of 
retail commodity debts outstanding at any one time. If the total 
of retail credit outstanding is no more than the entire national 
income for one month, there is certainly no great cause for alarm. 
Furthermore, the people who have the most right to become 
alarmed are those who extend the credit. 

This American system of getting into debt, like all economic 
situations, contains its own remedies and correctives. If a re- 
tailer overextends credit too freely, he will pay a penalty for it. 
But if his credits are granted wisely, his net profits will increase. 
On the other hand, if a family goes too deeply or too extravagant- 
ly into debt, it will suffer for it. But it also finds from experience 
that going into debt on sound principles has numerous advan- 
tages. Modern scientific credit research is surveying and chart- 
ing these problems, and the evils—if they are evils—are gradual- 
ly being reduced or eliminated. There is nothing threatening in 
the present situation. The retailers who extend the credit are not 
alarmed. In fact, they seem to prefer to have a selected list of 
good charge customers rather than too many cash purchasers. 

Furthermore, the millions of American families who buy on 
credit are not perturbed about these debts. They too, seem to 
prefer to buy on credit rather than to pay cash. 





THE JOURNAL OF BUSINESS 


A VALUABLE SERVICE TO RETAIL TRADE 


In the stage of business recovery following a period of depres- 
sion and unemployment, the personal finance companies per- 
form a valuable service to retail trade. When a worker who has 
been temporarily laid off returns to his position, he can go to a 
personal finance office and borrow to pay off or consolidate his 
accumulated debts, thus re-establishing his credit where it was 
before he was laid off. 

Loans in the personal finance business, even though secured 
by mortgages on furniture, are made against incomes, because 
the only way they are paid is by paying them off out of incomes.** 
As soon as a reliable worker has an income and has prospects of 
future income, he can get a loan to pay his debts. 

This shifting of indebtedness from a retail store to the personal 
finance company enables the retailer to liquidate a large part of 
his frozen retail credits, and thus shortens the time required for 
him to get back on his feet. It is estimated that during 1930 and 
1931, the personal finance companies will grant a total of $1,- 
000,000,000 in personal loans averaging from $160 to $200 each. 
Most of these loans will be to pay off and consolidate debts. 

This debt-shifting process, instead of leaving merchants and 
physicians and other retail creditors with frozen debts on their 
books to be liquidated over a period of several months, enables 
these creditors to get their payments earlier and in cash, thus 
doing away with some of the undesirable after-effects of a pe- 
riod of unemployment. 

The total of $7,000,000,000 of basic outstanding family debts 
and the additional $3,700,000,000 of money debts for home- 
financing make up quite a large amount in relative terms. This 
$10,700,000,000*° as a minimum estimate is greater than the en- 

“In a recent study, entitled Ten Thousand Small Loans, by Dr. Louis N. Rob- 
inson and Maude E. Stearns, published in 1930 by the Russell Sage Foundation, it 


was found that out of the total of 10,000 cases studied, 772 borrowers, or nearly 
8 per cent of the total, reported unemployment at the time the loans were made. 


* Tt has been calculated that the total savings deposits in the United States is 
about $28,000,000,000. This amount is much larger than the $10,700,000,000 of 
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tire national wealth of either the republic of Mexico or the com- 
monwealth of Australia. It is greater than the aggregate sum of 
the par values of all the outstanding common stocks of the rail- 
roads of the United States, and equivalent to more than half of 
their total bonded debt. It is more than twice the monetary gold- 
holdings of the United States, and greater than all the monetary 
gold in the world. 


current debts and raises the question as to the significance of the latter figure. 
Likewise, the $71,000,000,000 of total value of housings in the United States, and 
perhaps $50,000,000,000 in home equipment, contrast favorably against the $22,- 
500,000,000 in mortgage debts on dwellings. As regards savings, the total of $28,- 
000,000,000 in savings deposits is not divided equally among the 27,000,000 families 
of the United States on the basis of $1,000 or more for each family. The total of 
$1,500,000,000 in short-term cash credit in Table II, averaging probably $150 to 
$170 per loan, indicates that probably 8,000,000 to 10,000,000 families with inade- 
quate money savings have been forced to use what little savings they have invested 
in or represented by jewelry, furniture, building and loan shares, accrued wages, 
or other forms as security for money loans. 


FRANKLIN W. RYAN 





TECHNOLOGICAL FACTORS IN RELATION TO 
PERSONNEL MANAGEMENT 


EFORE we can proceed with a subject as far-reaching as 
B= one, we need to understand just what we mean by 

our terms. Personnel management is that phase of indus- 
trial management which is primarily concerned with labor rela- 
tionships and endeavors to help each man and woman to function 
at his best as a member of the organization. It is obvious that 
“technological factors,” which I assume refer to the mechaniza- 
tion of industry, are bound to affect personnel management just 
as they affect all other phases of management. Indeed, modern 
personnel administration exists precisely because of these fac- 
tors. 

So completely have business and manufacturing been meta- 
morphosed in the past century that we tend to forget that our 
methods are new and changing. The very term personnel man- 
agement is hardly more than twenty-five years old. What does 
that mean as to techniques and attitudes? Assuredly workers 
have been managed for a longer time than that. Why is the proc- 
ess dignified by a special title now? 

The changes brought about by the use of machinery were so 
rapid that ideas concerning them haven’t yet caught up. The 
tendency was to use old techniques as far as possible just as the 
first automobiles were nothing but carriages with the horses left 
off. When the need for shifts in method became apparent, the 
mechanics of production was the first concern. Machines seemed 
more difficult to handle than men and received more attention. 
We all know the degrading conditions to which workers were 
subjected at the beginning of the industrial revolution. Such pro- 
tests as there were came chiefly from humanitarians and philan- 
thropists outside industry whose efforts to better conditions met 
with little success since they were looked upon as visionary and 
unprofitable. Most employers in the early nineteenth century 
quite honestly believed that workers were inclined to be lazy 


424 





TECHNOLOGY AND PERSONNEL MANAGEMENT = 425 


and that only severe methods would keep them at their tasks. 
Spare time was supposed to be productive of nothing but mis- 
chief and the less of it the working classes had, the better. Profits 
were thought to depend on low wages and long hours. With such 
maxims to guide them and very little knowledge of hygiene, “per- 
sonnel management” consisted chiefly of hiring, bossing, and 
firing. 

After many years in which these simple and shortsighted poli- 
cies were generally accepted, there developed here and there in 
the United States, as elsewhere, sporadic efforts to do something 
for employees—a pension plan, profit-sharing or stock purchase 
offers, housing developments, welfare departments installed to 
help in case of sickness and family bereavement, etc. In most 
instances these efforts represented the employer’s response to his 
sense of social obligation rather than an effort to develop new 
personnel methods. He felt that his were the duties of a pater 
familias, a tribal chieftain; out of his largess he distributed boun- 
ty and was more often than not disappointed at the lack of grati- 
tude his workers showed or at the failure of a plan which had not 
had enough thought put into its formulation. 

All the time businesses were expanding, machines were becom- 
ing more and more complex, processes were altering. It was ob- 
vious to a few alert executives that money was wasted under the 
old haphazard methods. They came to see that the determining 
of manufacturing methods apart from a consideration of the 
workers involved simply could not be successful. They realized 
that a labor force which cannot be counted on to do its part reg- 
ularly and precisely is a handicap. Indeed, the behavior of the 
labor factor represents the one differential on which business suc- 
cess depends in the last analysis. Management is more evenly 
pitted in its knowledge of machinery and processes than in its 
knowledge of people and how to use them. Yet, until recently, 
the technical adviser has been more readily accepted in business 
than the adviser on labor problems. Personnel management, as 
now understood, is the result of the effort to place labor relations 
on the same business basis as purchasing and production. 

Such activities are designed, broadly, to meet the impersonal 
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quality of large-scale business. More specifically, each of the 
various methods and types of plans deals with some special prob- 
lem. Certain of them chiefly concern the most economical use of 
the labor force, and others recognize the social problems created 
by machine industry and make provision for them. Obviously a 
clear distinction between these two groups is not always main- 
tained. 

The precise way in which industrial relations becomes a func- 
tioning part of management varies from company to company. 
There is, however, customarily one person whose first concern is 
the personnel. His duties include supervision of employment, 
training, safety work, medical service, housing, sanitation, sav- 
ings and investment, insurance, pensions, joint relations and oth- 
er matters of a like nature. The determining of wages and hours 
is also a concern of personnel management but from somewhat 
more of the advisory standpoint. The entire range of activities 
here listed may not be engaged in by every company carrying on 
successful personnel work but at least it is necessary to see to it 
that the fundamental needs of workers which are ministered to 
by these activities shall be taken care of in some way. It may well 
be, for instance, that community housing conditions are such that 
the company’s services are not needed. 

We have traced hurriedly the history of the appearance of per- 
sonnel management and indicated what, in general, it is con- 
cerned with. Let us see just how the various activities arise out 
of problems created by machine industry. 

Where machines set the pace, the men who work them must 
be as true and dependable as the machines are themselves. That 
fact has had much to do with establishing employment practice 
by which men are picked for work suited to their training and 
capacities. No longer is it considered economically possible to al- 
low each foreman to choose his helpers any more than he does his 
supplies. 

Once good men are placed on the job, there is the question of 
getting the most work from them consistent with the mainte- 
nance of health and continued working capacity. This concept 
has resulted in making work places fit to spend time in; dirty 
windows and greasy floors don’t save money, they lose it. Time 
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taken for training is not time lost but time gained. It simply 
amounts to leaving as little to chance as possible. Having hired 
carefully, it would be wasteful to drop these workers into the or- 
ganization hoping that they would fit in and do their jobs as well 
as they could be done. It is this concept which is behind the care- 
fully worked-out training programs of many companies. Em- 
ployees in such concerns receive instruction on each new task 
from someone who knows not only the job but how to teach. 

Much production in industry is measurable and consequently 
compensatable on a scale which pays for value received. Piece- 
work and bonus systems are being rapidly extended as machines 
make possible the breakdown of work into small units. Even ex- 
ecutives’ pay is frequently related to results. 

It was once thought that the more hours a man worked the 
more he would produce; even little children were kept at their 
tasks for half the entire twenty-four hours. Now experiments by 
various companies and independent investigators show us that 
frequently as much can be done in eight hours as in ten and that 
rest periods will increase output. Machines have shortened the 
average working day and still more leisure can be expected, in 
spite of the alarmists who cluck over the dangers of idleness— 
for others. 

During many, many years there was general acceptance of 
the need for killing and maiming workers. They were offered up 
as necessary sacrifices to business efficiency. This is no longer ac- 
cepted as true in theory anywhere and in fact is being widely chal- 
lenged. Not only are men’s hearts revolted by such callousness— 
their sense is also. Machines are protected by guards but this 
alone is not sufficient to prevent accidents. Mechanical protec- 
tion is not enough; the workers must be kept alert to their dan- 
ger and this is accomplished through constant reminders in the 
form of slogans, bulletins, talks and contests. The results in life 
and money saved have more than justified all the efforts. 

These, then, are some of the outstanding methods or tech- 
niques of personnel management which have been shaped by the 
mechanistic character of industry, but such developments by no 
means measure the extent to which technology has affected rela- 
tions with workers. 
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Perhaps one of the greatest changes in the status of workers in 
the past hundred years is their divorce from all means of a live- 
lihood but their jobs. Where once a worker had tools and a piece 
of ground, he is now generally without either. To meet the pre- 
cariousness of this situation, various plans have been devised and 
supported by company managements. Chief among these are 
schemes for helping employees save. 

Unfortunately our only general figures on employee stock pur- 
chase plans, one of the most popular methods of saving, antedate 
the stock market crash of 1929. A year or so before there were 
some million employees who held stock valued at a billion dollars 
purchased under definite plans sponsored by their employers. A 
large proportion of the stock owners were undoubtedly in the ex- 
ecutive rather than the wage-earning class. 

Many of the plans merely provide a means of saving; there are 
no special inducements from the company. Other companies, who 
wish to reward employees of long service or stir some special loy- 
alty, offer bonuses to those who hold their stock. 

For the most part, the stock which is sold is the same as that 
offered to any purchaser, although a few companies have created 
special stocks which are marketed only to workers. Preferred 
stocks are somewhat more popular than common, for the rank 
and file, because of their greater safety, but where selected em- 
ployees only are eligible, common stock is more generally sold. 

The inducements to buy and hold stock which are offered are 
many. There may be price concessions, contributions from the 
company, an extra income rate, bonuses, or a share in a jackpot. 
In some cases, the company’s aid has been so generous that the 
stock finally distributed is very largely a gift. Where the full 
market value is paid, the investment value is much less certain. 

Data for twenty selected companies (Princeton University, 
Industrial Relations Section) show the market and employee 
purchase price yearly from 1925 to March, 1930. Even after the 
stock crash of 1929 most of these stocks were selling for more 
than the employees paid. 

To appraise the whole lot of stock purchase plans is impossible 
because they differ so much in purpose and content. The most 
important essential is that the stock be sound. Lacking this no 
plan can be anything but harmful. A scheme which simply pro- 
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vides that the company act as broker would seem to offer very 
little of value to the participants. A sufficient degree of generos- 
ity on the part of the company to assure the purchaser certain ad- 
vantages, and yet not make the transaction paternalistic, is the 
combination which will accomplish most for all those concerned. 

Many companies believe that savings and thrift plans may 
serve much the same purposes as stock purchase plans and at the 
same time offer a greater flexibility and security to the worker. 
Some schemes merely provide that pay-roll deductions or indi- 
vidual deposits shall be placed in a savings bank, others create 
investment trusts and a third group combines loan features with 
savings. 

The managements in many cases offer some inducement in the 
form of bonuses or extra dividends. So far as the number of em- 
ployees covered goes, about an equal number were under each 
type of plan in 1927, but a larger proportion of companies have 
instituted savings-bank schemes. 

Investment trusts of various kinds have become increasingly 
popular; they may have received a setback because of the drop 
in stock values. Such plans need to be carefully administered if 
they are to retain the confidence of employees and combine safe- 
ty with high returns. The loan features of certain plans have 
proved popular and allow considerable flexibility in the use of 
funds, a consideration of especial importance to the lower paid 
worker. 

In order to obtain the full value of such plans, it is necessary 
that the element of compulsion and supervision be reduced to a 
minimum, but there is need for a considerable degree of encour- 
agement and education. 

These various savings plans are ways of providing for unex- 
pected increases in expenses, for unemployment, and old age. 
Mutual benefit associations, unemployment benefits, dismissal 
wages, and pensions represent other and more specialized re- 
sponses to workers’ needs. 

At the end of 1929 there was $9,500,000,000 worth of group 
life insurance in force covering 5,749,000 individuals, approxi- 
mately one-fifth of all the industrial employees in the country. 
The growth of this type of protection is amazing. In 1926, the 
coverage was not much more than half as great. 
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Unemployment benefit plans are few in number but are of 
particular interest at a time of depression such as this. They aim 
in general to give some assurance of income to a permanent group 
of employees—say those of six months’ or one year’s service. 
This may amount to full pay or to a specified percentage of earn- 
ings given for all or a part of the work period. Once the employee 
is permanently laid off the company’s obligation is regarded as 
ceasing, except in two cases. Other firms have an opposite atti- 
tude. They feel that they cannot simply fire employees who have 
been employed a year or more and arrange to pay dismissal 
wages. In many cases it has been the closing down of a plant or 
the need for dismissing a large group because of technological 
changes which has raised this issue. Other organizations have 
developed their policy apart from any such crisis and regularly 
pay a specified sum when they are forced by conditions of work 
to let any of their permanent force go. 

Pension plans are maintained by some 400 companies with 
4,000,000 workers. It may be said that old age has nothing to do 
with machines but as a matter of fact changes in machine meth- 
ods may make a man useless when he is too old to learn a new 
job. Sometimes an understanding of technical phraseology or 
blue prints is required with a shift of method and the older man 
cannot acquire this information. Higher standards of safety also 
demand that workers leave when they are no longer sure in their 
movements. All these facts tend to create an especial kind of 
permanent disability in men who if conditions had not changed 
could have kept on at work. Thus we can safely say that tech- 
nological changes have much to do with the spread of the pension 
movement. 

We estimate that less than 15 per cent of all the industrial em- 
ployees in the country are in companies with pension plans. The 
percentage does not apply equally to all industries. About 82 per 
cent of Class I railroads are covered, 50 per cent of street railway 
and public utility employees, 90 per cent of employees in cable, 
telephone, and telegraph companies and not more than one- 
eighth of factory workers. In the main, the movement has been 
confined to those industries in which large-scale organization is 
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the rule and for the most part to large companies in those indus- 
tries. 

As in the case of unemployment benefit plans, protection is ex- 
tended only to workers of considerable length of service. Be- 
cause of the greater financial burden assumed, the length of serv- 
ice is correspondingly greater, most commonly twenty years. It 
is also customary that the pensioner shall have reached a certain 
age, generally sixty-five, if he is retired on a superannuation basis. 
For disability the period of service is shorter and there is usually 
no age limit. 

It is obvious that comparatively few employees can satisfy 
such requirements. Precise information is not available but we 
estimate that of the employees now employed in companies with 
pension plans, from 15 to 30 per cent may be expected to qualify 
for pensions. 

I believe that personnel administration has now marked out the 
general lines along which it will develop for some time to come 
and that it has enough vitality as a movement to make the shifts 
and changes which will be necessary as processes and conditions 
change. We have passed the hit-and-miss period and have much 
more idea of the ends we are trying to achieve. The time has sure- 
ly come when those responsible for all phases of business admin- 
istration must accept the broader responsibility which they have 
as members of a social group. Leadership is needed which will 
help to formulate the new set of values called for by this new 
structure of industry. As John Dewey said in one of his recent 
articles on “Individualism—Old and New,” “It would be in ac- 
cord with the spirit of American life if the movement (toward 
assuming social responsibility ) were to be undertaken by volun- 
tary agreement and endeavor rather than by governmental coer- 

There is a difference and a choice between a blind 
chaotic and unplanned (economic) determinism, issuing from 
business as conducted for pecuniary profit, and the determination 
of a socially planned and ordered development.” No industrial 
leaders are more likely to make this contribution than those 
whose chief concern is dealing with groups of workers. 


ARTHUR H. Younc 





INVESTMENT TRUSTS IN 1930 


HE close of the year 1929 may be said to have marked the 
end of the development stage in the history of American 
investment trusts. That year witnessed the culmination 
of the craze for trust securities that began almost simultaneously 
with the great speculative era in the stock market, in 1927. For 
the calendar year 1929, the records of new capital issues com- 
piled by the Commercial and Financial Chronicle show that a 
total of $2,106,480,898 was subscribed for the stocks of invest- 
ment companies of all types, and $117,250,000 for bonds. These 
combined totals were 182 per cent greater, respectively, than for 
the year 1928, and thirteen times as large as the 1927 totals. 

How completely the end of 1929 was also the end of this de- 
velopment period is seen in the figures for investment company 
financing for the first half of 1930. Only $149,237,079 in securi- 
ties, including $75,250,000 bonds, was subscribed, as compared 
with $929,466,562 in the first half of 1929, only 16 per cent as 
large a total. Even the first half of 1928 showed a total nearly 
twice as large. 

But the dire results predicted for our trusts by some observers 
at the end of last year have not been seen. Mergers of weaker 
units with stronger or larger companies, and a few voluntary 
liquidations, have been the chief results of the great decline in 
stock values last fall. Few of the newer trusts, those formed late 
in 1928 or in the first half of 1929, had vulnerable capital struc- 
tures; they were overwhelmingly financed by common stock is- 
sues alone, with a few preferred stocks. Having no debts, they 
had upon them no pressure which might have caused failure. The 
older trusts, even though many of them had debts and more top- 
heavy capital structures, were able to withstand the effect of the 
stock panic with the aid of accumulated surpluses or unrealized 
profits in their portfolios. 


NEW TRENDS 


Unfortunately nearly all the studies made of the investment 
trust movement in the United States were written in 1928 or early 
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in 1929,’ and consequently were unable to summarize the devel- 
opments of the past twelve months, possibly the most important 
period in the history of our trusts. Aside from the mere fact of a 
tremendous growth in the amount of capital involved, there have 
emerged in this period several new characteristics of the move- 
ment that should be recognized and studied. They bear directly 
on the probable future course of development of the trust in its 
many American variations. 

First must be mentioned the increasing trend toward publicity. 
The leadership of the New York Stock Exchange has here been a 
preponderant influence in the direction of publicity for trust 
holdings. This action of the Exchange, taken in June, 1929, af- 
fects primarily the “management” or corporate type of trust— 
which probably constitute over 70 per cent of all trusts. The 
“fixed” or contractual type has obviously always maintained full 
publicity as a selling argument, even without the necessity for it 
under the trust agreements by which they are guided. The trend 
is unquestionably established definitely in the direction of prac- 
tically complete publicity for trust holdings, despite the apparent 
opposition of a few of the older companies. 

A second trend that may be much more temporary in nature is 
the extraordinary popularity enjoyed by the “fixed” trusts in the 
first five months of 1930. Many new units of this type have been 
formed in a period when capital raised for trusts has been only 17 
per cent of the amount raised in the same period of 1929. In 1927 
and 1928 both types® had their advocates, among bankers and 
investors. In 1929 the “management” type, including the so- 
called trading companies, completely overshadowed their rivals. 
Part of the popularity of the “fixed” type in recent months may 
be due to the wretched market performance of stocks of the larg- 

*L. R. Robinson, Investment Trust Organization and Management, revised, 
1929; W. H. Steiner, Investment Trusts: American Experience, 1929; J. F. Fow- 


ler, Jr., American Investment Trusts, 1928; T. J. Grayson, Investment Trusts, 
1928; M. H. Williams, Investment Trusts in America, 1928. 


?In an article in the July issue of this Journal, L. R. Robinson made a careful 
analysis of the various companies and trusts that are linked together under the 
title of “investment trust.” Terminology has not caught up with these many va- 
riations, so that the crude descriptive terms “management” and “fixed” will be 
used to indicate the broad classification of all companies into two groups. 
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est and supposedly strongest trusts of the “management” type in 
the last quarter of 1929. 

A third characteristic not foreseen or emphasized by observers 
has been of especial prominence in the news in recent months. 
This is the part played by a group of “finance companies,” that 
may be roughly described as a cross between an ordinary “man- 
agement” trust and a holding company. They are organized un- 
der broad charters, with no managerial restrictions of impor- 
tance, but make their investments with the avowed purpose of 
assuming a dominating or influential position in management. 
This activity contrasts sharply with the ordinary passivity of in- 
vestment trusts in acting as stockholders. The outstanding com- 
pany of this type is that controlled by Cyrus Eaton and his asso- 
ciates, Continental Shares, Inc., with total assets of about 
$160,000,000 on June 30, 1930. An allied company of the same 
type had assets of $33,000,000 on the same date. 

But the most important characteristic of American trusts not 
sufficiently emphasized heretofore is the remarkable concentra- 
tion of their holdings in a restricted group of American common 
stocks. No other fact is so important in evaluating the future of 
the trusts and their influence in American finance. It is common 
to think of the trust, as it was developed by the English, as being 
international in scope. Yet for a broad sample of our companies, 
less than 4 per cent of the issues held (in number, and even less in 
dollar totals) were foreign at the beginning of 1930. 

The great similarity in the holdings of the “fixed” type indi- 
cates an almost total lack of initiative in selection. The critical 
investor may feel that such imitation of one another is more ex- 
cusable in this form than among those trusts which sell their se- 
curities to investors on the basis of managerial ability. Yet this is 
a one-sided view, for such duplication and concentration may be 
the best possible source of strength for the group as a whole in the 
future. 

PUBLICITY 


The New York Stock Exchange established its listing rules for 


investment trusts in June, 1929, whereby go per cent of the port- 
folio must be specifically revealed at least once a year. At the 
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present time about a dozen trusts have been listed, but they in- 
clude such leaders as Adams Express, Continental Shares, Ameri- 
can European Securities, Sterling Securities, Tri-Continental 
Corporation. American International Corporation, although it is 
now acting as trust, is exempt because it was listed before our en- 
trance into the war as a foreign trade company. 

But the most important convert to the movement has been the 
United Founders Corporation, parent unit in the oldest and best- 
known group of trusts in this country. In May, 1930, it published 
its holdings in a report to stockholders that was also released to 
the press. It was a consolidated list of its own holdings and those 
of several controlled subsidiaries. In a letter to stockholders ac- 
companying the report, the president of the corporation, L. H. 
Seagrave, stated briefly that the reason for the publication of 
holdings was that “the Corporation is following the practice re- 
cently adopted by the New York Stock Exchange.” 

L. R. Robinson, president of one of the companies in this 
group, has for several years been recognized as an authoritative 
writer on the trust movement in this country. In his writings he 
has tended to oppose publicity for trust holdings.* He has seemed 


to be swayed chiefly by the fact that a good majority of English 
trusts, including the influential Fleming group, have shunned 
publicity. The last-named group was in large measure the pat- 
tern for the United Founders’ original unit, International Securi- 
ties Trust (now Company) of America, when it was founded in 


1923. 

The reasons advanced by Robinson and others* against any 
regular portfolio publicity have been weak. One of the arguments 
used is that trusts should not disclose holdings because of the 
expense they have incurred in choosing them; yet the evidence of 
concentration of investment discussed below would indicate that 
research has largely resulted in duplication. Another argument 
has been that in a “thin” market, competitive bidding engendered 
by the publication of holdings in a given issue might cause exces- 


* Robinson, Investment Trust Organization and Management, pp. 301-4. In 
his article in the Journal (op. cit.) Mr. Robinson did not discuss this point. 


*P. C. Cabot, “The Investment Trust,” Atlantic Monthly, March, 1929. 





436 THE JOURNAL OF BUSINESS 


sive price increases that would prevent further profitable addi- 
tions to those holdings. Any such situations can be taken care of 
under the heading of “miscellaneous issues,” and it seems that 
the margin of ro per cent allowed by the Stock Exchange rules for 
this purpose would be ample. 

Probably the most pertinent argument advanced has been that 
publicity would encourage irresponsible comments from share- 
holders, and even from outsiders. Trust executives must know 
that the common stockholder is pathetically apathetic concerning 
the affairs of his company. Publicity may make him feel satisfied 
that his company is being honestly conducted, if he thinks of the 
matter at all. Analytical and critical stockholders, such as the 
writers on this subject probably are, will be found far more fre- 
quently in England than here, and it is probably this considera- 
tion that is the dominating one influencing most English and 
Scottish trusts against publicity. 

Approximately one hundred “management” trusts have pub- 
lished their portfolios as of the end of 1929. There are not over 
two hundred’ that can claim real importance, measured by assets 


invested. Those publishing their lists have total assets of over 
three billions of dollars, and include most of the larger com- 
panies. It would seem that the annual (or even more frequent) 
announcement of investments will be a thoroughly accepted char- 
acteristic of the American trust after 1930. 


THE “FIXED” TRUST 


The growth of this typically American variation on the trust 
idea has been astonishing. At the start, in the years from 1925 
through 1928, this form was thought to appeal to a limited group 
of investors, since it seemed to possess fundamental drawbacks. 
In its pure form, the “contractual” (as its proponents prefer to 
call it) form of trust® is “one wherein the securities are purchased 
not for the account of a company or association, but for the ac- 
count of an investment fund The securities issued ... . 


* Keane’s 1930 Manual of Investment Trusts lists over 600 trusts of all types. 
A partial survey by the author indicates that between 10 and 15 per cent of this 
number have been merged or liquidated in recent months. 


* Fowler, American Investment Trusts, p. 31. 
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are evidences of participating interests in the fund.” The securi- 
ties to be purchased are named in the trust agreement. 

The similarity and concentration of the investments made by 
these trusts is amazing. In a group of ten representatives’ of this 
type (there are about twenty-five or thirty of importance) in- 
cluding five formed since the end of 1929, the total number of 
issues held was 314, or an average of 31.4 each. Of these com- 
bined holdings, over 75 per cent was concentrated in thirty-seven 
leading American stocks. Furthermore, fifteen leading stocks* 
accounted for 40 per cent of the entire holdings. Finally, only 
eighty-three different stocks were held by the group. But twenty- 
five were held in one case only, thus leaving practically the whole 
investment of the group concentrated in fifty-eight American 
common stocks. 

It is apparent from the results in this broad sampling that the 
“fixed” trusts will stand or fall together. The hardest problem 
facing them is a course of action when one of their small group of 
favorites falls by the wayside—merges, passes or reduces its divi- 
dend, or even liquidates. All these things may happen, and in 
some recent cases, have happened. Common provisions are that 
an equal investment may be made in one of the other stocks in 
the list held when one stock has to be disposed of. The interesting 
point here is that a stock will usually have lost market value long 
before a dividend is passed or reduced, which is one of the rea- 
sons for sale in many of the trust agreements. The trust would 
thus always sell at low levels. There are a few “semi-fixed” trusts 
which attempt to avoid such a situation by giving directors the 
power to substitute new issues from an approved list when and 
as they deem it advisable. 

The almost universally bad market performance of the com- 
mon stocks of trusts of the “management” type in the panic pe- 
riod last fall is one explanation of the recent popularity of “fixed” 
trust stocks. In many cases stocks of well-known trusts sold at 
from ro per cent to 40 per cent below the liquidating value of 
their assets (and have recovered only slightly). In contrast, the 
automatic arrangement provided by most of the “fixed” trusts 


* See Appendix, A. *See Appendix, C. 
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whereby shares or certificates could be surrendered and the un- 
derlying collateral sold, or at least delivered to the certificate 
holder, was of real value in sustaining their market quotations. 
Furthermore, the issues of this type had been sold more slowly, 
and apparently to more permanent investors. Many investors 
were disgusted with the action of the leading issues in the “man- 
agement” group, and interpreted it as a sign of weakness and 
poor management. This sentiment was strengthened by the fact 
that published statements of these trusts in January and Febru- 
ary showed large book losses in many cases. Depreciation in the 
collateral held under trust agreements was gradual, occurring 
from day to day, and therefore appeared less drastic to the un- 
thinking investor. In actual fact, new trust issues, and older ones 
as well, were under the severe handicaps of a market flooded with 
new securities, a lack of strong market sponsors, and large float- 
ing supplies of stock held by relatively weak speculators. Such 
a combination of circumstances will hardly occur again, in the 
near future at least. 

The whole investment plan of a “fixed” trust is still open to 
serious question. Mr. Robinson made a clear statement of the 
issue in his discussion of this form of trust: 

Hindsight being more dependable than foresight, there are not a few of us 
who would leap at the opportunity of acquiring at just this time those stocks 
which will be paramount in 1950. The trouble is that we do not know which 
these are, nor is it at all certain that any assortment of “blue chips” in the 
vanguard of speculative favor at this time, and chosen by our best brains as 
a cross-section of America’s soundest, would closely approximate such a 
selection made on the same basis two decades from now. I am not advocat- 
ing that anyone should “go short on America.” On the contrary, I am merely 
pointing out that a condition of our country’s business progress is constant 
application of new processes, perpetual stimulation of new wants, insistent 
battling for lower costs through mass production, and ceaseless warfare 
among industrial and commercial units. 


He did not call attention, however, to the apparent feeling of 
the sponsors of these trusts that there is safety in numbers: they 
have all chosen the same stocks to a surprising degree. A similar 
concentration in the other group may indicate a lack of expected 
initiative (see below), but it has less serious implications for the 
long future because the trust with no restrictions can at any time 
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desert the “favorite 100” of today, in whole or in part. Not so 
the fixed trust, held rigidly to a relatively short list of invest- 
ments, a “favorite twenty” in most cases. 


THE FINANCE COMPANIES 


A paucity of accepted terminology prevents an adequate title 
for those companies which select their investments with the de- 
clared purpose of becoming influential stockholders in a rela- 
tively small group of unrelated companies, either immediately or 
in the future. The name now commonly used is also the title used 
to describe companies which finance instalment sales! 

These companies differ from the public utility holding com- 
pany, so familiar as an American device, in that they are not re- 
stricted to any one industry. The holding company has been used 
in England and the Continent in other fields, notably in tin, rub- 
ber, chemical, tea, and shipping enterprises. This new form of 
investment trust employs the principle of diversification by in- 
vesting in industries quite unrelated. On the other hand it exists 
primarily to further the plans and aims of its directors, in such 
work as effecting consolidations, improving management meth- 
ods, or bringing about that harmony between competitors that 
increases profits but falls short of a merger. It aims at no per- 
manent guidance of the same group of concerns over a long pe- 
riod, as does the holding company. When a given task is done, its 
investment and influence will be shifted to a new field. Another 
activity, the underwriting of new financing for companies in 
which it is interested, is shared by a few of the “passive” trusts 
in this country and by a great many in England. 

Such purposes have long been seen in the operation of a group 
or syndicate of capitalists working together under a loose or even 
informal agreement. There were many such groups in the early 
years of this century; they slowly declined in importance, possibly 
because of Roosevelt’s tactics and the growth of the trust-busting 
spirit, but more probably because of disappointment over results 
achieved. Secrecy, not publicity, seemed then a requisite for suc- 
cessful operation. The reverse is true today, for the Eaton group 
of companies, leaders of this type, have welcomed publicity and 
have sought listing on the New York Exchange. There are sev- 
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eral other trusts formed last year which have tentatively accepted 
the functions of a “finance” company in some respects, while they 
still cling to passivity as regards the bulk of their investments. 

The attraction of capital ($200,000,000 in the case of the Eaton 
companies) from the general body of private investors into the 
hands of such units has an important social significance. The in- 
vestment trust is usually thought of and described as a passive 
element in the management of industry; indeed, many have dis- 
cerned a growing danger to corporate vitality in the growth of 
trusts, great inert stockholders. But the sharply opposed tenden- 
cy, represented by the as yet smail group of finance companies, 
has real significance. Into whose hands might such a company 
eventually fall, even granting that its present masters are able 
and far-seeing? To be successful, one man or a small group must 
be in control. How are purely selfish aims to be distinguished 
from those benefiting industry and investors? Is such a concen- 
tration of power with slight responsibility socially desirable un- 
der any conditions? 

Those who would brush aside such questions as presenting no 
real problem would proceed further to state that the growth of 
such companies will tend to counteract the prevailing indiffer- 
ence among American common stockholders, and will thus render 
real service to all investors. They will provide leadership, and 
their decisions are based on the high grounds of research and 
balanced judgment. Moreover, they may break new paths and 
devise new ways to further rationalize our industries. 

These companies are on trial. Their activities present far 
nicer problems, though they are so few in number today, than 
do the far more numerous and more prosaic trusts of the ordinary 
type. Under proper leadership, they may become positive influ- 
ences for good in shaping our industrial and financial future. 


INVESTMENT CONCENTRATION 


The outstanding characteristic of the American investment 
trust today is unquestionably the concentration of investment in 
leading American common stocks. This has already been dis- 
cussed above as it applies to the “fixed” type. An examination of 
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the published holdings of forty “management” trusts* was made 
to determine the degree of this concentration. Such analyses have 
frequently been made in recent months by investment houses, 
but only for the purpose of discovering those issues most popular 
with trusts. 

The sample of trusts studied included all grades of such com- 
panies. As noted above, there are perhaps two hundred com- 
panies that can claim real importance, of these about one-half 
have made public their investments, usually as of the end of 
1929. The sample studied was therefore about 40 per cent of the 
material available, and 20 per cent of the important companies 
of this type. Total assets of the companies analyzed were well 
over one billion dollars. Several studies made in recent months 
of up to eighty trusts confirm the conclusions reached, in less de- 
tail. No change in policy has been shown in the statements pub- 
lished as of June 30, 1930. 

The first striking fact found in an analysis of the individual 
holdings of these forty companies is how predominantly they 
own common stocks. Out of a total of 2,874 separate securities 
held (an average of 72 each for the group, ) there were 2,265 com- 
mon stocks, or 79 per cent of the total number. Only a minority 
of the companies publish the amounts held in each issue, but a 
sample of the material available indicates that in dollar totals 
the percentage of common stock holdings would be near 85 per 
cent. 

It was noted above how extreme is the similarity in issues held 
by the “fixed” trusts. That the much larger and more important 
group of “management” companies is also guilty of playing a 
sort of follow-the-leader game is seen by the fact that for this 
group of forty companies studied, the common stocks of 100 
leading American companies comprised 45 per cent of all stocks 
held, and 36 per cent of the issues of all types. These 100 leaders 
included 11 railroad issues, 27 utilities, and 62 industrials or mis- 
cellaneous. All but a handful were those stocks which for several 
years have been familiar to most amateur investors as the ac- 


* See Appendix, B. 
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cepted “investment common stocks” suitable for long-term in- 
vestment. No special knowledge is required to name them. 

Such a degree of concentration may prove to be a source of 
common strength, or it may prove to be the inevitable cause of 
mediocre results. Only the future can determine the wisdom of 
such a policy. But concentration of investment in a relatively 
small group of American common stocks must be accepted as a 
basic characteristic of our trusts. When this is recognized, a dif- 
ferent light is thrown on the value of individual management. 
Contrary to the situation in the “fixed” group, the natural expec- 
tation would be for a great deal more initiative and variation in 
investment policy among companies of this type. But on the oth- 
er hand, the present policy may prove to be the wisest in the long 
run. It is always possible that the 100 stocks of today may be de- 
serted tomorrow, and at least a partial opportunity given to re- 
trieve mistakes that may appear. It has certainly been a mis- 
taken policy for the year 1930. 

The claims made by trusts in the class just discussed, and the 
extraordinarily broad charters under which most of them have 
been established, have given rise to the feeling that they have as- 
sumed an important rdle in the capital distribution. The English 
trusts were earlier hailed as leaders in wisely guiding the flow of 
new savings and in making capital available for new enterprises 
in the pioneering countries. Though they did it for purely selfish 
motives, the English trusts undoubtedly performed a social serv- 
ice in distributing capital where it was more needed than at home 
after 1870. 

So far in their careers our own trusts can hardly lay claim to 
any particular guidance of the flow of capital. Half their capital 
is devoted to investment in the common stocks of our very strong- 
est concerns, the great majority of which have had not the slight- 
est trouble in securing all needed capital. Nearly all the rest is 
also in established companies at home. Less than ten trusts*® in 
existence today may be said to have thoroughly investigated the 
field of foreign investments, a fact further attested by the ridicu- 


* Conspicuous among which are the United Founders group of companies. 
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lously small proportion of foreign investments held by trusts as a 
group. Finally, there has been no general tendency to assist in the 
formation and development of promising new concerns; only in 
the field of aviation and in a few isolated cases in the smaller cities 
have trusts acted as sponsors of new enterprises. 

In this connection, it is surprising to see that trusts have been 
accused of purchasing the bonds or stocks of their “pet” con- 
cerns, i.e., concerns managed or sponsored by banking houses 
controlling trusts. This has been apparent in a few isolated cases, 
but it promises no bad results. Indeed, many trusts might come 
to play a more worth-while part in our financial system by hon- 
estly and systematically adopting some such policy, as the 
“finance” companies have already done. 


SUMMARY 


The investment trust, using that term in its most inclusive 
sense, has developed in this country along distinctive lines. In 
the past year several characteristics of the group as a whole have 
appeared in sharp relief, making necessary additions to or 
changes in the ordinary descriptions of the American trust move- 


ment. The establishment of publicity as a fixed policy, the ap- 
pearance of “finance” companies, and the high concentration of 
investment in a small group of American stocks, are all tendencies 
of real importance for the future of our trusts. 

SHAW LIVERMORE 


APPENDIX 
A. TEN “FIXED” TRUSTS ANALYZED 


American Basic Business Shares Cor- Investment Trust Shares 
poration North American Corporation 
Colonial Investors Shares Super-Corporation of American De- 
Diversified Trustee Shares Series A positors, Inc. 
Diversified Trustee Shares Series B Standard American Corporation 
Foremost Industries Trustee Shares United Fixed Shares (United States 
Corporation Shares Corporation) 


B. FORTY “MANAGEMENT” TRUSTS ANALYZED 


Adams Express Company American, British and Continental 
Aldred Investment Trust Corporation 
Alliance Investment Corporation American Capital Corporation 
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B. FORTY ““MANAGEMENT”’ TRUSTS ANALYZED—Continued 


American European Securities Com- 
pany 

American Investors, Inc. 

Atlantic Securities Company 

Bankers Investment Trust of America 

Bond & Share Company, Ltd. 

British Type Investors, Inc. 

Capital Administration Company, Ltd. 

Chartered Investors 

Chicago Corporation 

Chicago Investors Corporation 

Continental Shares, Inc. 

Electric Power Associates, Inc. 

Equitable Investing Corporation 

General Investors Co., Inc. 

General Empire Corporation 

General Public Service Corporation 

Graymur Corporation 


Industrial and Power Securities Co. 
Inland Investors, Inc. 

Investment Company of America 
Investment Dearborn Corporation 
National Investors Corporation (3) 
Old Colony Investment Trust 

Overseas Securities Company, Inc. 
Passwall Corporation 

Pennsylvania Investing Company 
Railway and Light Securities Company 
Reliance International Corporation 
Standard Corporations, Inc. 

Sterling Securities Corporation 
Tri-Continental Corporation 
Ungerleider Financial Corporation 
United American Shares 

U.S. and Foreign Securities Corporation 
US. and International Securities 


C. FIFTEEN STOCKS FAVORED BY “FIXED” TRUSTS 


American Telephone 
American Tobacco 
Consolidated Gas 
Dupont 

Eastman Kodak 
General Electric 
National Biscuit 
United States Steel 


New York Central 
Pennsylvania 

Southern Pacific 

Standard Oil of California 
Standard Oil of New Jersey 
Texas Corporation 

Union Pacific 
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II. FROM THE SHERMAN ACT TO THE 
CLAYTON ACT—Continued 


D. GOVERNMENT INJUNCTIONS UNDER THE SHERMAN ACT 


O FAR as the reported cases take us, except for Lawlor v. 
Loewe, prior to the enactment of the Clayton Act, the 
Sherman Act induced only a half-dozen cases of conse- 

quence to organized labor. To be sure, the Sherman Act is men- 
tioned in a number of other cases; but so far as its features are 
finally adjudged to be controlling, its effects upon the minds of 
union members and officials seem at first to have been quite out 
of proportion to its actual effect upon the legal status of organized 
labor. At the beginning of the period, the case of Blindell v. 
Hagen had denied the right of private parties to injunctions un- 
der the act;** there were only two other petitions of the same 
kind during the period and both were denied; ** there was only 
one damage suit against a union or its members under the Act; *° 
there were no criminal proceedings against unions or their offi- 
cers or members under the Act; and there are but two reported 
cases in which the government asked injunctions under this Act. 
In the two injunction cases, the decisions were adverse to the in- 
terests of the unions. In all, there are but six reported union cases 
under the Act, and in only three of them were the decisions 
against the interests of organized labor.** But the potential ef- 
fects of these three decisions were extremely important, as we 
shall see. 


*§ Journal of Business, III (1930), 211. 

™ National Fireproofing Co. v. Mason Builders’ Assn., and Paine Lumber Co. v. 
Neal, discussed infra, pp. 450 f. 

” Lawlor v. Loewe, this Journal, III (1930), 365. 

** Only one of the contempt cases in this period (the well-known Debs case, dis- 
cussed in a later instalment of this paper) arose from a government petition for in- 
junction. It is not discussed here, because it did not arise under the Sherman Act, 
and because the issues involved were those of jurisdiction and those which have to 
do with the nature of contempt proceedings. 
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Of the government injunction cases under the Sherman Act, 
the first was U. S. v. Workingmen’s Council of New Orleans* 
to which we have adverted in another connection.** In this case 
there was a combination of warehouse and draying workers in 
New Orleans, which threatened a strike. The threats were ac- 
companied by some acts of violence and by some interference 
with the movement of goods in interstate trade. The government 
asked an injunction against the continuance of the “conspiracy” 
as a violation of the Sherman Act. In its opinion upon granting 
the injunction, the trial court said, “it is the successful effort of 
the combination of the defendants to intimidate and overawe 
others who were at work in conducting or carrying on the com- 
merce of the country, in which the court finds their error and 
their violation of the statute.”** Upon appeal, the decree was 
affirmed.** The language quoted above seems to indicate that it is 
not the combination as such which is enjoined—we cannot infer 
from the decision that every strike will be enjoined which in fact 
interferes or which may interfere with the flow of interstate 
commerce; it is the intimidation of other workers and the pre- 
vention of their working by intimidative measures—interference 
with the flow of trade by violence and intimidation—which is the 
subject of the injunction. 

The other case, U.S. v. Elliott,*° seems to go farther toward 
crippling unions which sponsor such strikes as affect interstate 
commerce. The bill praying for an injunction to restrain viola- 
tion of the Sherman Act in this case alleges a conspiracy between 
Elliott, Debs, and others to prevent the operation of railroads in 


™ Case No. 18 (1893), Appendix, Journal of Business, III (1930), 367. Here- 
after this Appendix will be referred to merely as “Appendix.” 


* Journal of Business, III (1930), 210, 344. 


™ Tt will be recalled that this was not only the first instance of an injunction is- 
sued under the Sherman Act, but also the first instance of any application of the 
Act to a labor controversy. Journal of Business, III (1930), 210. It is also well to 
recall that the question, whether or not the Act was to apply to labor, is fully dis- 
cussed in Professor Berman’s book, Labor and the Sherman Act, which is now in 
the hands of the printer. 


** Case No. 18a (1893), Appendix. 
*° Case No. 26 (1894), Appendix. 
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and out of St. Louis during the railway strikes of 1894, to induce 
employees of roads entering that city to leave their employment, 
and to prevent the hiring of other employees by those roads. The 
reported summary of the bill does not make mention of any acts 
of violence, physical damage, intimidation, or threats of prop- 
erty damage; but the injunction is issued upon the sole ground, 
apparently, that there is an attempt to obstruct commercial in- 
tercourse between St. Louis and points located in other states. 
Defendants demurred to the bill, and the court, in overruling 
the demurrer, relied principally upon the Sherman Act, both to 
assert its jurisdiction under section 4 and to determine the il- 
legality of the combination. 

In the New Orleans case, the court plainly says that the ille- 
gality of the defendants’ conduct is found in the concerted threats 
and intimidation of men who might, but for the threats and 
intimidation, have desired to take the places of defendants. 
But in the Elliott case there is no such language. In neither of 
the two reports of the case is there any mention of, or even allu- 
sion to, violence, intimidation, damage to property, or threats of 
personal injury or property damage. The essence of the offense 
seems to be concerted action to prevent the movement of com- 
merce by trying to prevent the hiring of men to take the places 
of the strikers; and there is no specific recognition of any differ- 
ence between prevention of an intimidative sort and prevention 
which consists of mere persuasion, dissemination of information, 
appeals to the loyalty of union men or others, or even of threats 
of suspension from membership in the union. For all that we can 
see, any acts, done in concert and with the purpose of stopping 
the flow of interstate commerce over the railroads, may be en- 
joined as a conspiracy and combination in restraint of trade in 
violation of the Sherman Act. Some of the language used sug- 
gests the question, could the court enjoin the strike itself, as a 
concerted movement to prevent the smooth flow of commerce un- 
til the demands of the men are met? Yet the court in the Elliott 
case, relying to a considerable degree upon Mr. Justice Harlan’s 
opinion in Arthur v. Oakes,* includes in its quotations from that 


* Journal of Business, III (1930), 359. 
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opinion language to the effect that the strike itself is not enjoin- 
able, when the men “become dissatisfied with their employment 
or wages.” The strike, itself, is not enjoined in either case; but 
had the court been desirous of throwing its weight into the bal- 
ance against union labor, as such, it would have been little or no 
trouble to distinguish the Elliott case from Arthur v. Oakes, on 
the ground that in the Elliott case there was no bona fide dissat- 
isfaction with employment or wages. The object of the strike 
was not to improve conditions upon the roads on which the 
strikers were employed; it was to induce the roads to refuse to 
handle the cars of the Pullman Company with which the defend- 
ants had no direct connection at all—it was a sympathetic strike. 
If this view had been taken, the defendants, with no actual em- 
ployment or wage dispute upon which to rely, would not have 
had the ground of Arthur v. Oakes under them, as a defense of 
their combination in a proceeding under the Sherman Act. It is 
true that the men were dissatisfied because their employers in- 
sisted upon handling Pullman cars; but it does not take much 
ingenuity to make their dissatisfaction appear to be one which is 
not strictly bona fide a dissatisfaction with employment or wages. 
It is of course well known that no court has gone this far in a 
similar case, but in view of the opening thus left in the law, it is 
somewhat astonishing that not only has this view never been 
pressed, but also that except for the famous Debs case, there are 
no other cases until 1921°° in which the government asked an in- 
junction against a labor union for any reason at all—in receiver- 
ship cases, under the Sherman Act, or under any other statute.* 

* U.S. v. Debs (1894), 64 Fed. 724, discussed in a later paper. The Emergency 
Fleet Corporation made use of the injunction just following the war; and the 
remedy was used in several cases during the Shopmen’s strike in 1922; but in 
no case has a strike as such been enjoined. It is generally assumed that Amendment 
XIII of the federal Constitution makes impossible such an injunction; but so far 
as I know the issues involved in this assumption have never been carefully dis- 
sected and examined. So far, of course, the question is an academic one: no court, 
since F.L. & T. Co. v. N.P. Ry. Co. was reversed in Arthur v. Oakes, has enjoined 
a strike. 

* Just why the government has made so litt!e use of the injunction, if there has 
been no more use of it than the reports indicate, may be made the subject of a 
later paper, when we come to an examination of the periodical literature in the 
field. 
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So far as the Sherman Act is concerned then, no injunction could 
be issued at the instance of a private petitioner, and even at the 
instance of the federal government, strikes per se were not en- 
joinable. The application of the Act was confined to suits for 
damages, and to the enjoining of violence, intimidative conduct, 
and persuasion and other acts tending to interfere with interstate 
commerce, when petition for an injunction was filed by the gov- 
ernment. There were no criminal prosecutions under the Act in 
this period.” 

The opinion was expressed” that the effects of the application 
of the Sherman Act upon the minds of unionists seem at first to 
have been quite out of proportion to its actual effects upon the 
legal status of organized labor. But there was in fact ground for 
a great deal of real apprehension. In the first place, there was 
the possibility that the language of the Elliott case, in spite of its 
reliance upon Arthur v. Oakes, might at some time be used as the 
basis for a decision enjoining a strike altogether. The case, it will 
be recalled, did not specifically distinguish between violent and 
peaceful concerted action which interrupted or was calculated to 
interrupt the movement of interstate commerce; and there was a 
real possibility that the Sherman Act might be interpreted to 
authorize the enjoining, not alone peaceful activities designed to 
support a strike, but even the very strike itself, should the strike 
tend to interfere with the movement of commerce among the 
states. This possibility, to be sure, never materialized; but it 
seemed real enough at the time. In the second place, there was 
danger of damage suits under the statute, following Lawlor v. 
Loewe. It was late in the period when the final decision came, 
but it had been in the courts for ten years; and the decision was 
an important one. With the memory of the failure of the strike 
of 1894 in mind and at a time when more and more union workers 
were engaged either directly or remotely in businesses and trades 
which were incidental, more or less, to interstate commerce, it 
was not at all unnatural that officials of the American Federation 
of Labor should feel that the anti-trust laws were distinctly to be 


” Journal of Business, 111, 342 ff. 
“See p. 445, supra. 
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feared as a device which might be used to make labor unions al- 
most wholly ineffective. If we add to this the fact of the probably 
justifiable belief (whatever the courts have decided—and, on 
“legal” grounds, rightly, it is believed) that the Sherman Act 
never was intended by Congress to be applied to combinations of 
workingmen, we find a broad and deep foundation for the belief 
of those officials and for their insistence upon changes in the 
federal law which would rescue organized labor from the menace 
of this device which threatened the very life of the unions. 

And there is even more to the story, when we come to look at 
the injunction cases and the contempt cases. We shall see that, 
whatever we may be able or unable to say about the “attitude” 
of the courts toward organized labor, there was rational basis for 
the dissatisfaction of organized labor. We can return to this mat- 
ter when we have discovered more about the state of the law in 
this period. 


E. INJUNCTIONS AT THE INSTANCE OF PRIVATE PARTIES” 


We have seen the establishment of the principle that no injunc- 
tion will lie under the Sherman Act at the instance of a private 
party; but this issue arose again in two other cases in our period, 
and it was not finally settled by the Supreme Court until 1916. 
In National Fireproofing Co. v. Mason Builders’ Assn.,** the 
builders’ association had entered into an agreement with a union 
to hire only union men on certain work and to give their own em- 
ployees preference as to certain kinds of work. The members of 
the union had agreed to work only for members of the associa- 
tion. Complainant was not a member of the association, and, as 
a consequence of the performance of the agreement, he was un- 
able to market certain building materials. His bill for an injunc- 

” In this section are considered only injunctions apart from receivership cases. 
The receivership cases are discussed in this Journal, III (1930), 355. Further, we 
are deferring our discussion of the contempt cases to a later paper. In the con- 
tempt cases, the propriety of the issuance of an injunction which is alleged to have 
been disobeyed is not in issue. If the court has jurisdiction of the case, the pro- 
priety of the issuance of the injunction or the propriety of the injunction itself are 
not reviewable in a contempt proceeding. This will become clearer when we come 
to discuss the contempt cases. 


* Case No. 69 (1906), Appendix. 
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tion to restrain the further performance of the agreement was 
denied and the decision was affirmed by the Circuit Court of Ap- 
peals, on the ground that there was no violation of the Sherman 
Act, because there was no showing that there was any interfer- 
ence with interstate commerce; but the court added to its opin- 
ion a statement to the effect that no injunction would issue under 
the Sherman Act because complainant was a private party. The 
other case was Paine Lumber Co. v. Neal,** which was substan- 
tially the same kind of situation. Here, again, the right of a pri- 
vate party to injunction under the Sherman Act was denied, and 
upon appeal the judgment was affirmed by the Supreme Court.” 
This decision put an end to such petitions by private parties, un- 
til after the enactment of the Clayton Act. 

There is, however, a considerable body of material in the re- 
ports of this period, dealing with bills for injunctions on behalf 
of private parties who do not rely upon the anti-trust laws, but 
only upon the general principles of equity or upon state statutes. 
These cases fall into the following classes: those in which it is 
sought to enjoin strikes, per se, those which seek to enjoin specific 
practices of employers and of unions and their officers and mem- 
bers during strikes, and those which seek to enjoin interference 
with the formation or maintenance of employment or other con- 
tractual relations, either to make a strike successful or to compel 
recognition of unions. This classification is only one of conven- 
ience of organization, since (a) many cases involve more than 


** Case No. 95 (1913), Appendix. 


** Case No. 95a (1914), Appendix. There was a dissent in the Paine Lumber 
Company case. Four justices took part in it. Its grounds were (a) the combina- 
tion is a violation of the Sherman Act; (b) a private party should be entitled to an 
injunction under that Act; (c) there was actual intent to injure complainant as a 
member of a limited class—an employer of nonunion labor; (d) the injury is a 
continuing one and the remedy of damages is not adequate so that the ordinary 
rules of equity should prevail, even though the wrong is one which is defined by a 
statute which does not, in terms, provide an equitable remedy; (e) the Clayton 
Act, which had been passed in the meantime, does not afford defendants any im- 
munity in such a case. 

A part of this dissent is directed at common law issues of conspiracy, which is 
discussed in a later part of this paper, where we shall return to both of these cases. 
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one of these matters and (0b) the issue of conspiracy cuts through 
most of them at some point.*® 

Strikes.—Let us look first at the strike cases. We have already 
seen a refusal to enjoin a strike against a receiver when no con- 
tract of employment is broken by the strike.*’ The same prin- 
ciple was applied in Wabash R. Co. v. Hannahan,* and in Barnes 
v. Berry,®® where there was no receivership.’ Even in a case 
where there was a valid service agreement,’” though it was not 
in strictness a contract between the employer and individual em- 
ployees, a petition to enjoin a strike was denied.’ The principle 
in this group of cases is that though it is unlawful for men to leave 
their employment in breach of contract,*®* so as to make them 
liable for breach of contract or even though it is unlawful within 
the meaning of certain statutes,’** yet they may leave when they 
like, so far as injunctive relief is concerned. In addition, it is 
said in the D. L. & W. case that they may consult each other and 
confer with their officers as to what is a desirable course of con- 
duct in a given case. Thus it is clearly established by decisions 
of the federal courts that when there is a real dispute or disagree- 
ment with an employer, a strike is not enjoinable, per se, apart 
from the anti-trust laws, at any rate. 


** One case does not fall into this classification at all, because it was brought un- 
der a federal statute. O.R.T. v. Louisville & N. Ry. Co., discussed in Journal of 
Business, III (1930), 348, n. 20. 

* Arthur v. Oakes, Journal of Business, III (1930), 350. 

** Case No. 57 (1903), Appendix. 

*° Case No. 79 (1907), Appendix. 

* There is language in this case which sounds as though the court might have 
enjoined the officers not to try to induce the men to strike in breach of a contract 
had there been one. The injunction was refused, it was said, because of the invalid- 
ity of the contract relied upon by the complainant. 

™ DL. & W. Ry. v. Switchmen’s Union, Case No. 80 (1907), Appendix. 

* Here, again, is language which looks as if the court thought that it might 
have enjoined an attempt by union officers to induce the men to strike in violation 
of the agreement, as in Barnes v. Berry, supra; but here there was no bill against 
the officers. There is no reported federal case in which there are both a bill to en- 
join officers from instigating a strike and a valid agreement. 

°° 17S. v. Stevens, U.S. v. Clark, Journal of Business, III (1930), 217. 

™ Toledo etc., Ry. v. Penna. Co., Journal oj Business, III (1930), 228, 233. 
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But the cailing of a sympathetic strike was enjoined in Jrving 
v. Joint Council, etc.,’°° the background of which was the same 
as that of Paine Lumber Co. v. Neal,'** where a sympathetic 
strike was enjoined as a violation of the New York statute.’ 
The statute provided that it should be a misdemeanor to com- 
mit or to conspire to commit any act injurious to trade or com- 
merce. The sympathetic strike in this case, said the court, was a 
conspiracy. “There is a combination to do an act made unlawful 
by statute and punishable as a misdemeanor which has, at least 
in certain instances, been enforced against the complainants by 
unlawful means.” The decree enjoined specifically “calling out 
employees in other trades who have no grievances against their 
employers, and the notification of owners, builders, and archi- 
tects, and third persons that they are likely to have their opera- 
tions held up if they use complainants’ non-union trim.” We 
have no reported federal case in this period which involves a de- 
termination of the common law status of a sympathetic strike.’®* 


*® Case No. 87 (1910), Appendix. * See p. 451, supra. 

* As to the application of state statutes by federal courts, see Journal of Busi- 
ness, III (1930), 245-46. 

In Elder v. Whitesides, Case No. 36 (1895), Appendix, we have something 
which looks like it; but almost no facts are given, so that it is impossible to tell 
what the defendants had done, what was enjoined, or in what the illegality con- 
sisted. 

In Southern California Ry. Co. v. Rutherford, Case No. 25 (1894), Appendix, 
the members of the union did not strike or threaten to strike; they refused to 
handle Pullman cars or any trains which contained any such cars. An injunction 
was issued. The court said that the men might leave the service when they liked, 
since they were not under contract; but the injunction declared that they “must 
perform all of their regular and accustomed duties so long as they remain in the 
employment 

This case is a remarkable curio, since the court states that the system of equity 
rests upon the principle expressed by the maxim, Ubi jus, ibi remedium. Perhaps 
this was excusable in 1894; but the modern student who gives the matter any se- 
rious thought will see almost at once that the existence of remedies does not de- 
pend upon the existence of rights. This maxim, if it ever meant anything, must 
have meant that wherever a right is established, there is beneath it—it rests upon— 
a remedy. It does not mean that whenever you can find a right the law will give 
you a remedy. It does not mean that we build legal remedies upon legal rights; it 
means that if the courts will act in my behali—give me a remedy—I may say that 
I have a legal right ; and not otherwise. The confusion arising from the use of such 
terminology as the court used here is most excellently and in fact simply explained 
by Professor K. N. Llewellyn, in 30 Yale Law Journal (May, 1930), p. 431. 
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We have already remarked that the conspiracy issue cuts 
across a number of cases which are classified under other cate- 
gories. A critical examination of the standards used by the courts 
for the determination of the existence or non-existence of con- 
spiracies would be out of place at this time. It is reserved for a 
later discussion. But we can make a brief statement about some 
of the standards used, and we can notice the fact that those 
standards are of such shifting character that they enable us to 
reach any kind of decision which we may desire to reach in a 
given case. 

Take, for example, National Fireproofing Co. v. Mason Build- 
ers’ Association, the facts of which have already been stated.*°° 
The court declined to issue an injunction to restrain the per- 
formance of the agreement because the agreement was not a com- 
mon-law conspiracy. The conspiracy issue was raised, of course, 
incidental to a decision of the question as to whether or not the 
agreement was a misdemeanor under the New York statute. 
There was no such issue at all at common law, since, as the court 
points out on page 263 of the opinion, monopolies, contracts, and 
combinations in restraint of trade, or contracts opposed to public 
policy do not, apart from statutes, give rise to actions at law or to 
injunctions. Such agreements are unlawful only in the sense that 
they are unenforcible. This doctrine was settled, of course, be- 
fore any of the labor conspiracy cases came before the federal 
courts. 

On page 264 of the opinion, the Circuit Court of Appeals states 
that the inquiry is: (1) “Was the object of the agreement un- 
lawful or oppressive? (2) If the object were lawful and free from 
oppression, were the means used unlawful or oppressive?” As to 
query (1), the object was to benefit the bricklayers by securing 
for them uniformity in terms of employment, safer conditions of 
work, and continuity of employment, and to benefit the members 
of the employers’ association by insuring that outside employers 
would have to employ men under the same conditions which pre- 
vailed within the association. The court is “satisfied that the di- 
rect object of the adoption of the clauses in question was to bene- 


* See pp. 450 f., supra. 
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fit the parties and not to injure the complainant or other persons 
in a similar situation,” which is made even clearer to the court by 
the fact that the agreement was made before the complainant en- 
tered to field of competition. The object of the agreement, there- 
fore, is not “unlawful or oppressive.” As to query (2) the means 
used were strikes and threats of refusal to instal complainants’ 
materials because it was contrary to the agreement. These were 
only threats to do what the parties to the agreement had a right to 
do—carry out the agreement. Therefore, the means used are not 
unlawful or oppressive. The closing paragraph of the opinion is 
interesting: 

It cannot be denied that the complainant has ground for complaining. It 
desires to engage in a lawful and legitimate business in a lawful and legiti- 
mate way and is practically prevented from doing so by acts of the defend- 
ants. Its right to do business in the manner it desires is interfered with, and 
the law affords it no remedy because such interference is only incidental to 
the exercise by the defendants of their own right to contract for their own 
benefit. The complainant is injured but has no remedy. The law could only 
make it possible for the complainant to do business in the way it chooses by 
compelling the defendants to do business in the way they do not choose. But, 
when equal rights clash, the law cannot interfere. 


Does not this statement of the case indicate the weakness of the 
test sought to be used? Does not the use of the test assume either 
the legality or the illegality of the acts done, particularly as query 
(2) is attacked? Does not such a test enable us to decide as we 
like, in a given case? Is such a test, then, really worth anything? 
We shall return to these inquiries at a later time, after we have 
examined more of the decisions and opinions.**° 

Boycotts.—The Fireproofing case is, of course, in its nature a 
boycott case. The boycott cases present issues of extreme diffi- 
culty, as our notice of the conspiracy test has shown us. There 
are five other cases in the period which involve some of the same 
issues, though the boycotts are of somewhat different character. 


™° In Paine Lumber Co. v. Neal, the same type of case was presented, but the 
issue was not one of conspiracy. The decision in that case, which was affirmed by 
the Supreme Court (see p. 451, supra), was based upon a finding that although 
there was a comprehensive plan to restrain commerce among the states, the com- 
bination was not directed specifically at the complainant and it injured him only as 
a member of the general public and he was not entitled to an injunction under the 
Sherman Act. 
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Three of them are cases which arose from secondary boycotts. In 
two of them injunctions were granted, while in the third it was 
denied. A fourth case was perhaps not a boycott case at all; while 
a fifth is so meagerly reported that we can say little about it.’ 

In Oxley Stave Co. v. Coopers’ International Union," it ap- 
peared that the company had installed machinery for the making 
of barrels and casks. Its own employees did not offer any objec- 
tion; but the coopers’ union demanded a discontinuance of the 
use of the machines and, having agreed with certain other labor 
associations to do so, threatened to boycott the casks and their 
contents, purchasers and users of the casks, and the goods 
shipped in the casks. The boycott did in fact induce some cus- 
tomers of the company to refrain from buying and using the 
casks. The company asked that the boycott be enjoined and the 
trial court, in its opinion upon the granting of the temporary in- 
junction, said that while the defendants might lawfully refuse to 
buy the casks or their contents or by fair means persuade others 
to refuse, a combination and conspiracy to enforce a boycott is 
unlawful. The court’s examination of the meaning of the term, 
boycott, is confined to a number of definitions and statements 
each of which has been used when some combination has been 
declared unlawful and therefore called a boycott. The court 
seems to be actuated by the assumption that a boycott is a name 
for some practice which has been determined to be unlawful; and 
when the name boycott appears, it is at once classified as unlaw- 
ful. By the court’s dictum, a primary boycott, as the term is 
ordinarily used—a simple refusal to deal and “lawful” persua- 
sion of others to do so—would be lawful; but it would not be a 
boycott at all, as this court understands the term. Upon appeal 
to the Circuit Court of Appeals,’** after jurisdiction was sus- 
tained on the ground that money damages would be inadequate 
because defendants were persons of small means,*** the decree 

™ It is to be remembered that we are now speaking of petitions to enjoin boy- 


cotts at common law; pecuniary liability and the criminal aspects of the boycott 
are discussed elsewhere. 


™ Case No. 38 (1896), Appendix. 

*8 Case No. 38a (1897), Appendix. 

** At some later time, it is purposed to examine the legal and social soundness of 
this ground of equity jurisdiction. 
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was affirmed upon the ground that the practices of defendants 
constituted unlawful interference with complainant’s right to do 
business free from “wrongful interference.” Here is another of 
the many instances in which the essential question at issue is 
begged entirely. The trial court assumed that a boycott was per 
se unlawful and that it therefore was enjoinable. The Circuit 
Court of Appeals assumed that the agreement to boycott was 
“wrongful interference” and so unlawful; but it does not tell us 
in what the “wrongfulness” consists. Again, the court adverts to 
a “justification” theory; but that, too, as we have seen,’** does 
not lead us to any definite or specific test of legality. Finally, the 
courts in this instance do not seem to have realized that any issue 
of public policy was involved, or that the propriety of the conduct 
of the defendants should be judged in the light of the social effects 
of permitting or prohibiting such conduct. The court did make 
the point that “another object of this conspiracy was to deprive 
the public at large of the benefits to be derived from a labor-sav- 
ing machine which seems to have been one of great utility.” On 
the one hand, this is not consistent with the trial court’s dictum 
to the effect that what we usually call a primary boycott would be 
lawful; while on the other hand it takes no notice of the deeper 
question, whether labor saving machinery is entitled to protec- 
tion against the competition of human labor, or whether such ma- 
chinery must make its way in the face of such competition. The 
issue is hardly one of the social utility of labor-saving machinery; 
it is rather an issue of the extent to which it is socially wise to 
maintain relative freedom of competition, not only between in- 
dividuals and groups, but between different types of economic 
forces. We might, in the secondary boycott cases, come to the 
same conclusion as that which was reached in this case; but the 
tests offered us in use by the court here do not satisfy. 

The tests used here are unsatisfactory for another reason: 
whether or not we agree (in the sense that we are in sympathy) 
with the result of this case, we cannot carry the tests used over 
into the solution of other problems. The definitions of conspiracy 
are of an inverted kind—the acts are unlawful because there is a 


™® See Journal of Business, III (1930), 225. 
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conspiracy, and there is a conspiracy because the objects of the 
agreement are unlawful; the illegality of the objects consists in 
the fact that there is no justification for them, and there is no jus- 
tification for them because they are wrongful interference. All of 
which reminds us of the difficulties of Alice in Through the Look- 
ing Glass—she is told by the Red Queen that in that country one 
must run one’s hardest to keep from going backward. The court 
(not only in this case but in others) exerts a great deal of force, 
generates considerable heat, and raises a great cloud of dust; but 
practically no progress is discernible toward an understanding of 
the real basis of the decision; *** but this case has been followed in 
several later cases.*** Loewe v. California State Federation of 
Labor" is of interest for two reasons. For one thing, it illustrates 


4° A great deal of this and more is contained in the dissent of J. Caldwell whose 
position is (a) that the court has no jurisdiction, because mere inability of the de- 
fendant to pay damages does not give equity jurisdiction to issue an injunction, 
and because equity jurisdiction does not extend to the power to enjoin the com- 
mission of a crime merely on account of the slowness of the criminal law; (b) 
this was a simple case of business competition—refusal to deal with plaintiff’s 
goods—analogous to the Mogul Steamship Company case, where the court dis- 
missed a suit for damages by a person who was injured by a monopolistic combi- 
nation of which he was not a member. “This,” said the majority in the Oxley case, 
“was lawful competition ;” the minority replies: “Yes, it is lawful unless a labor 
union does it.” The minority asks, “May not any group, in the absence of a stat- 
ute, lawfully refuse to deal with goods or with persons who have sold goods in the 
machine-made containers? Must they deal with those persons, whether they like 
it or not?” The answers to these queries seem to the minority to be self-evident. 

Whatever a sound social policy demands in such cases, the law, at the time of 
the decision in this case, seems to have been in favor of the dissent; but the mi- 
nority view has been followed in only a few scattered cases. 


*T See, for example, Shine v. Fox, Case No. 78 (1909), Appendix, where plain- 
tiff’s employees were non-union men. The union did not attempt to induce these 
employees to join the union; but, to induce plaintiff to compel them to join or to 
hire other men who did belong to the union, defendants, who were officers of 
unions, after plaintiff refused to discharge men who would not join the union, is- 
sued circulars, naming shops which employed union men and stating that they 
would not permit union men to work on building materials which were not made 
under union conditions. These circulars were distributed to contractors and others, 
and some strikes were called; some contractors were induced to agree that they 
would not buy from plaintiff in the future. This procedure was enjoined (unre- 
ported) and upon appeal the Circuit Court of Appeal, on authority of the Oxley 
case and without any discussion of the issues involved, affirmed the decision. 


48 Case No. 64 (1905), Appendix. 
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the practice of applying the common law as it is understood by 
the federal courts, rather than the common law as understood in 
the state in which the federal court sits or in the state in which 
the acts in question took place.**® By the common law of Califor- 
nia, both primary and secondary boycotts, when not accompa- 
nied by violence or the like, are lawful; but in this case, the Cir- 
cuit Court for the Northern District of California enjoined a sec- 
ondary boycott of plaintiff’s business. The other point of interest 
is that the decision goes beyond most of the others, in that it en- 
joins the concerted circulation of information about the strike or 
the boycott and prohibits the publication of an “unfair list.” 
Here, as in the Oxley case, the court focuses its eye upon the in- 
tent of the organization to injure the plaintiff, rather than upon 
their desire to benefit themselves; and it does not pierce to the 
fundamental issues of social policy. 

Seattle Brewing Company v. Hansen** enjoins the use of plac- 
ards which declare plaintiff’s beer “unfair to organized labor”; 
but the reason given is that the manner of their use made the 
placards intimidative. This is a matter of fact which is given 
some color because one placard read, “Guard your health by re- 


fusing to drink unfair beer,”*** the decision is considerably weak- 


™® See Journal of Business, III (1930), 245-46. 

™ Case No. 66 (1905), Appendix. 

This may have been a warning as to possible impurities in the beer due to 
cheap labor, in which case it might have been in the nature of a trade libel; or it 
might have been the means of conveying a threat of injury by union men if the 
beer was drunk. “Guard your health” might mean, “if you know what’s healthy 
for you, you won’t oppose our wishes.” In any case, the nature of the “intimida- 
tion” ought to be explained, if we are going to enjoin it. It ought to be shown to 
be unlawful by some kind of objective standard, before an injunction is issued. If 
“intimidation” and “coercion” mean some kind of conduct which induces appre- 
hension of physical property damage or personal injury, these cases forsake the 
definition. The terms can scarcely include all sorts of conduct which induces fear 
of economic loss, for there are many kinds of conduct which have this effect but 
are still lawful. A threat to foreclose a mortgage is as coercive, in this sense, as any 
conduct can be. 

Of course, we are always conscious of the fact that there may have been facts 
or aspects of facts in all of these cases, which, if they were known to us, might 
convince us that the decisions are sound; but if those facts exist and are the basis 
of decisions, we should be apprized of them. We are entitled, in general, to assume 
that the facts before the court are those which the reports place before us. When- 
ever that is not true, the opinions are practically worthless, of course. 
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ened by the court’s assumption that the boycott and the use of 
placards is an “unfair” method of benefiting the union and its 
members.’*” 

In Gill Engraving Co. v. Doerr,'** three years later than the ap- 
pellate decision in the California Loewe Case, we find almost the 
same state of facts as those in Shine v. Fox, supra. The Gill case 
is even clearer than the Fox case, as to the direction of the boycott 
against the plaintiff, since plaintiff was the only important em- 
ployer whose plant was not unionized. Here, however, the court 
was convinced that injury to the plaintiff was only incidental to 
the attempis of defendants to strengthen the union; and, since a 
boycott, in the opinion of this court, is not necessarily unlawful at 
common law, since “this [the object of increasing the union’s 
power] is now regarded as laudable,” and since no unlawful 
means were employed, the court adopts the maxim applied in the 
Fireproofing case, supra, “when equal rights clash, equity is 
helpless,” and declines to issue the injunction. This court at least 
does not suppose that all boycotts, and all things which go by the 
name, are per se unlawful, as some courts have done; but it does 
leave us with the vagueness of “unlawful means” as the test of 
the illegality of acts done to increase the union’s power and to 
improve the working conditions of its members. It still leaves us 
without any reasonably sure guide, and, whether we “like” the 
result or not, it does not satisfy our desire to know what it is all 
about.*** 

Analogous to the boycott is the employer’s blacklist of dis- 
charged employees or persons undesirable to him as employees. 
The only reported federal case down to 1914 was Boyer v. West- 

* Incidentally, the injunction was issued against the union, inter alia, though 
it was not incorporated. This explained by the court here as a device for locating 
the defendants and their citizenship. It is further explained that the same purpose 
was in mind in Coeur d’Alene C. & M. Co. v. Miners’ Union (it was the same 
judge). See Journal of Business, III, 225, n. 50. 

* Case No. 96 (1914), Appendix. 


™ Rocky Mt. Bell Tel. Co. v. Mont. Fed. of Lab., Case No. 76 (1907), Appen- 
dix, and National Telephone Company of West Virginia v. Kent, Case No. 77 
(1907), Appendix, deal in part with boycotts; but their main emphasis is upon 
picketing and upon the use of intimidation. They are therefore discussed in con- 
nection with a later group of cases. 
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ern Union Tel. Co.,*** in which employees of the company asked 
an injunction to restrain the discharge of members of the Teleg- 
raphers’ union because of their membership, to restrain the list- 
ing of the names of men who had been discharged for that reason, 
and to restrain the publication and distribution of the list of 
names to other employers who might refuse to employ men whose 
names were on the list.’*® The petition was denied. The court 
held that it is not unlawful to discharge men on account of their 
membership in labor unions, provided no contract is broken by 
the discharge; and that it is not unlawful to keep a list of names 
of men who have been lawfully discharged and to show the list to 
other employers. This, in its essence, is no more nor less than a 
decision to the effect that a primary boycott and a publication of 
the identity of the names of the boycotted persons is not unlaw- 
ful.**? 

Picketing during strikes —There were in this period seventeen 
cases in which injunctions were asked to restrain picketing of one 
kind or another by or on behalf of men who were on strike. In 
every case but one*** injunctions were directed at acts of violence, 
such as obstructing the entrance to a plant,’** abduction and as- 
sault of employees, and obstruction of tracks,**°® assaults, way- 
laying of men and picketing which was clearly intimidative,*** 
threats of physical injury, and the use of indecent language to 


*®° Case No. 60 (1903), Appendix. 

** The Erdman Act, referred to in Adair v. U.S., supra, was not sought to be 
applied in this case because that Act was applicable by its terms only to common 
carriers engaged in interstate commerce, and the Western Union, though engaged 
in interstate commerce, is not a common carrier. 

** “There is no federal case in which there was a secondary blacklist—an agree- 
ment of employers not to hire men whose names were on the blacklists of other 
employers, or a boycott of persons who should employ them. 

It would have been interesting to see what the court would have done with the 
Boyer case or a similar one if the petitioners had been ingenious enough to use the 
word “boycott” in their petition, and if the court had been one of those who, as 
we have seen, believed that the very term “boycott” imports illegality. 

** Otis Steel Co. v. Iron Moulders’ Union, Case No. 44 (1901), Appendix. 

™ American Steel & W. Co. v. Wire Drawers Union, Case No. 41 (1898), Ap- 
pendix. 

Southern Ry. v. Machinists’ Union, Case No. 45 (1901), Appendix. 

™ Allis-Chalmers Co. v. Reliable Lodge, Case No. 46 (1901), Appendix. 
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employees,’ intimidation,*** intimidation and trespassing,’** as- 
saults, threats of personal injury, vile and indecent language,’*° 
threats, abuse, and intimidation,’** threats, abuse, personal as- 
saults, and interference with physical operation of plant,’*’ intim- 
idation of employees and damage to property,*** assaults and 
threats of personal violence,**® trespass, interference with the 
passage of mail, obstruction of commerce, and interference with 
the use of safety devices.**° 

In every one of these cases, there is either a tacit or a specific 
recognition of the right of workers to strike when conditions of 
work are not satisfactory. So far as the decrees enjoin acts of vio- 
lence, assault, interference with the use of property, property 
damage or threats of property damages, and the like, it is not nec- 
essary to discuss the cases in detail.** Whatever may be the pro- 


™ Union Pacific Ry. v. Ruef, Case No. 54 (1902), Appendix. 

*8 Illinois Tr. & Sav. Bank v. Minton, Case No. 55 (1902), Appendix. 

™ Knudsen v. Benn, Case No. 58 (1903), Appendix. 

* Gulf Bag Co. v. Suttner, Case No. 59 (1903), Appendix. 

*° Pope Motor Car Co. v. Keegan, Case No. 72 (1906), Appendix 

** Rocky Mt. Bell Tel. Co. v Mont. Fed. Lab., Case No. 76 (1907), Appendix. 

*8 Natl. Tel. Co. W.Va. v. Kent, Case No. 77 (1907), Appendix. 

*° Goldfield Cons. Min. Co. v. Miners’ Union, Case No. 81 (1907); Kolley v. 
Robinson, Case No. 88 (1911); Hammond v. Sailors’ Union, Case No. 71 (1906); 
Aluminum Castings Co. v. Molders Union, Case No. 92a (1912); Bittner v. West 
Va. Coal Co., Case No. 97 (1914), Appendix. 

* Ill. Cent. R. Co. v. Mach. Union, Case No. 90 (1911), Appendix. 

** In Kolley v. Robinson, Case No. 88 (1911), Appendix, defendants had struck 
for higher pay, and by intimidation and violence in picketing had sought to pre- 
vent employment of strikebreakers. In granting an injunction against violence, 
the court said, “The authorities are all in harmony that union or other laborers 
have the right to quit the services of an employer when they choose to do so, and 
that they may, by peaceful methods, persuade others to quit the service. But the 
authorities are equally in harmony that when they go beyond that and attempt 
to induce laborers who have filled the places abandoned by them to quit work, by 
threats, brutal assaults, and other methods of intimidation, such as the record 
shows were resorted to in this case, they are without their rights and may and will, 
upon proper application therefore, be enjoined from encompassing their purpose 
by such unlawful methods.” 

In Alum. Cast. Co., v. Molders’ Union, Case No. 92a (1912), the court refused 
to enjoin the union’s calling of the strike. In Bittner v. West Va. Coal Co., Case 
No. 97 (1914), the decree is quite specific to’the effect that the court will not en- 
join the strike, nor peaceable persuasion to prevent other men from taking their 
places, nor from helping each other to find work, or to subsist during the strike. 
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fessed belief of union members or sympathizers as to the right to 
use such means to make a strike effective, there is no doubt as to 
the law of the matter and there is little doubt of the social sound- 
ness of rules of law which prohibit the settlement of private dis- 
putes by the use of violent measures. On the other hand, there is 
in one case*** a refusal to enjoin peaceful picketing activities— 
mere persuasion; and in another case*** there is a refusal to en- 
join the peaceful holding of meetings. There is, however, some 
debatable ground between these two extremes. In Southern Rail- 
way v. Machinists’ Union, supra, the injunction restrains even 
peaceful “persuasion of employees not to do their duty as long as 
they remain in the service.”*** In Knudsen v. Benn there was a 
dictum, but no decision, to the effect that the court would enjoin 
peaceful attempts to persuade men to violate their contracts of 
employment. These cases, of course, do not turn upon the peace- 
ful or non-peaceful conduct of the defendants; they are based 
upon the broader ground of the security of contractual relations. 
It may be that we shall one day come to the conclusion that the 
security of contractual relations should not be protected against 
this kind of interference by workers as they attempt to strength- 
en their own positions; but there is no doubt about the settled 
state of the common law upon this point. Criticism of the courts 
on this point is entirely misdirected; legislative action is the only 
source to which labor can look, as a practical matter, for any 
change in this respect. 

In other cases in this group, there arose a question of fact, as 
to whether or not measures adopted and termed peaceful were in 
fact of an intimidative character. In the Otis Steel Case*** and 


*® Pope Motor Car Co. v. Keegan, supra. 
**® Goldfield Cons. Min. Co. v. Miners’ Union, supra. 


** Tt may be recalled that in Southern California Ry. Co. v. Rutherford, noted 
on page 453, supra, n. 108, it was said that men “must perform all of their regular 
and accustomed duties so long as they remain in the service.” The machinists’ 
union case discussed in the text above is merely following this. If it is unlawful 
for the men to shirk their duties, it is not unreasonable to declare that it is unlaw- 
ful for others to try, even peacefully, to induce them to act unlawfully by so 
shirking. 


“°N. 128, supra. 
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Union Pacific v. Ruef*** the injunctions restrained even peaceful 
persuasion of men to leave work, when the persuasion is persist- 
ent or long drawn out, because, in the court’s opinion, such per- 
suasion, because of its persistency, becomes oppressive and in- 
timidative in fact. This seems to be a rather remarkable doctrine. 
It is doubtless true that persistency does lend a good deal of force 
to a picketing campaign; but when the acts done are not in them- 
selves intimidative in character, the force exerted would seem to 
be a moral one. It seems to be going rather far to declare that 
mere persistency becomes ipso facto intimidative by lapse of 
time. Two cases in the group enjoin boycotting by the use of 
banners, placards, and circulars. In National Telephone Co. of 
West Virginia,‘*" some circulars and newspaper articles had been 
published which, in the opinion of the court, tended to incite boy- 
cotting of the complainant by those to whom the circulars were 
addressed. The publication of the circulars and articles was en- 
joined in the belief, apparently, that all boycotts are unlawful 
and that, therefore, publications which tend to incite them are en- 
joinable.*** In Rocky Mountain Bell Tel. Co. v. Montana Fed- 
eration of Labor,'** during a strike the acts complained of con- 
sisted of publication of circulars the purpose of which was to 
induce persons not to patronize the company and to induce others 
not to enter its service as employees. The company was charac- 
terized as “legalized highwayman” and “unfair,” and its em- 
ployees as “scabs,” and the publications stated that members of 
the labor organizations had voted to give their patronage only to 
firms which refused to use the company’s service. Here, too, the 
court enjoined the publication of such circulars, on the ground, 
chiefly, that the workers sought to incite a boycott and to frighten 
persons away from accepting employment with the company. 
The court relies upon Callan v. Wilson, which as we have seen, 
involved the issue of the right to jury trial of one indicted for 


MN. 132, supra. 

** Case No. 77 (1907), Appendix. 

* The articles and circulars in question had, indeed, advocated the doing of 
other acts, some of them clearly unlawful; but the injunction included in its pro- 
visions restrictions against encouraging or advising boycotts. 


*° Case No. 76 (1907), Appendix. 
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conspiracy to extort money;**® upon Arthur v. Oakes, in which 
the court discusses conspiracy at some length, but in which the 
decree is confined to the restraint of acts of violence;**' and 
upon Hopkins v. Oxley Stave Co., where the court entertained 
some general notion to the effect that all boycotts are unlawful.” 
The court’s conclusion in the Rocky Mountain Telephone case 
was that the circulars and placards were in fact intimidative, and 
enjoined their further use. 

The fact of the matter seems to be that the term “intimida- 
tive,” along with other terms, such as “coercive,” “wrongful in- 
terference with plaintiff’s business,” and the like, does not afford 
a satisfactory test of legality. As we have seen in-other connec- 
tions, we are sorely in need of reasonably precise terminology. 
Probably complete precision is not attainable in such a field of 
thought as this; but the tests of lawfulness applied in these cases 
are like the other tests of “conspiracy,” of “justification,” and 
the like which, as we have seen, enable us to reach any conclusion 
which may be in accord with our feeling of the moment. And 
whether or not we can work out better terminology, this is a 
fruitful source of labor’s dissatisfaction with the decisions of the 
courts. Uncertain and vague concepts incite suspicion and dis- 
trust, and, sometimes, may make men feel and say, “Whatever 
we do to protect ourselves seems to be unlawful. Let us then do 
as much as we can hoping that we will not get caught or that we 
may ‘get away with it.’”’ One of the principal social objects of 
any system of law must be, it seems to me, the enhancement of 
social convenience; and one of the prime requisites of social con- 
venience is reasonable stability and certainty of the scope of legal 
rights and privileges. We need to know not only what we are 
entitled to expect of others, but also what we are to be permitted 
to do ourselves. All of these decisions admit, tacitly or specifi- 
cally, that there are some things which it is lawful for workers to 
do in order to strengthen their position; but in the field of con- 
spiracy—boycotts, picketing, and the like, no one seems to know 
just what those things are. This problem is a direct challenge to 


**° Journal of Business, III (1930), 217. 


™ Tbid., p. 218. See p. 456, supra. 
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American statesmanship in the courts, in the legislatures, and in 
the labor organizations as well.*** 

Attempts to compel recognition of unions —There are four in- 
junction cases in this period in which there were no strikes and in 
fact no dissatisfaction among employees of complainants or of 
those whom complainants represented. In these cases, unions and 
union officials were endeavoring to induce or compel employers 
to recognize unions.*** In all of these cases, there was more or 
less violence and physical intimidation; and in all but the Hitch- 
man case a clear distinction is recognized by the courts between 
peaceful and nonpeaceful practices. 

In Consolidated Steel & Wire Co. v. Murray,’ complainant’s 
employees were not dissatisfied. Defendant union, through their 
officers, notified complainant that the latter’s wage scale was too 


** One aspect of the problem not often considered is suggested in Otis Steel Co. 
v. Iron Molders, n. 128, supra. The union had objected to being coerced by in- 
junction to let complainant and his employees alone; but they had themselves at- 
tempted of their own force to enjoin his operation of his plant until he should come 
to their terms. The court said, in part, “The assumed right to thus dictate to 
others may be referred to an unfounded notion on the part of this molders’ union 
that it and its members are the exponents of some higher law than that which may 
be administered by the courts. ... . If from the history of the writ of injunction 
[which counsel had elaborated] it can be gathered that courts should exercise 
great care in its use, it follows with more force that a self constituted body of 
men, deriving no authority from recognized law, should not be permitted to origi- 
nate edicts for the government of others, and attempt to enforce them by any 
means whatever.” 

This is of a good deal of force in the not infrequent cases in which the unions 
are in fact dictating terms of operation if, for “enforce them by any means what- 
ever,” we substitute “enforce them by means of acts which are regarded as unlaw- 
ful quite apart from labor disputes.” To apply the statement as it stands in the 
opinion would, it is believed, cut off the type of “free competition” discussed 
above, page 457. 


** We saw in Old Dom. S.S. Co. v. McKenna that a secondary boycott is ac- 
tionable when defendants do not represent employees of complainant. (See Jour- 
nal of Business, III [1930], 227). We saw, in Casey v. Typo. Union (ibid., p. 223), 
that a secondary boycott is enjoinable, when defendants are not employees of 
complainant. In both of those cases, defendants were trying to compel recogni- 
tion of the unions to which they belonged. In the Oxley Stave case, supra, we 
found the same type of issue, though in that case there was no attempt to bring 
about recognition of the union, but an attempt to compel abandonment of the 
use of cask-making machines. 


*® Case No. 39 (1897), Appendix. 
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low, and tried to induce its men to join the union which complain- 
ant had never recognized and with which it had never dealt. 
Upon complainant’s refusal to comply with their demands for 
recognition, defendants declared a strike against complainant’s 
plant (though complainant’s men did not belong to the union), 
and through the presence of mobs, and by threats of assault and 
property damage, considerable actual damage, some personal as- 
saults, and ridicule and annoyance of employees, defendants did 
succeed in preventing a considerable number of men from work- 
ing for complainant. Upon application for a preliminary injunc- 
tion after issuance of a temporary restraining order, the court 
said that while it was not unlawful for unions and their officers, 
even though not employed by complainant, to try by peaceful 
means to induce men to leave complainant’s service, persuasion 
accompanied by violence, assaults, and mob hootings is not law- 
ful. An injunction was accordingly issued.*”* 

Chesapeake and Ohio Coal Agency v. Fire Creek Coal and 
Coke Co.,'*' and Carter v. Fortney,’ are worthy of remark be- 
cause of the relationships of complainants to the controversies. 
In the Chesapeake case, complainant was engaged in selling coal 
on commission, for, among others, the Fire Creek Coal Company. 
During a strike at the latter’s mines, the union made employment 
of miners very difficult by their threats of blacklisting every man 
who worked during the strike, by assaults and violence, and by 
assembling and parading upon the company’s property. This 
condition interfered with the delivery of coal under contracts 
which complainant had made for the sale of coal and it prevented 


* Of similar character was Reinecke Coal Co. v. Wood, Case No. 48 (1901), 
Appendix. There was no dispute at complainant’s mine, in Kentucky. Miners in 
Illinois and Indiana, members of United Mine Workers of America, fearing that 
they could not maintain their schedules because the same schedules were not in 
effect in the Kentucky mines, went into Kentucky and established armed camps 
in order to intimidate miners there to join the union and in order to compel the 
Kentucky employers to employ union men only. The essence of the injunction in 
that case was that it prohibited the presence of an armed force for the terrori- 
zation and intimidation of the employers and employees in the Kentucky terri- 
tory. 

** Case No. 56 (1902), Appendix. 


*® Case No. 85 (1909), Appendix. 
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the making of new contracts for delivery of coal from those 
mines. Its business having been thus injured and threatened with 
further injury, complainant asked for an injunction to restrain 
the practices which interfered with employment at the mines. On 
demurrer, an injunction was granted, and the decree was upheld 
upon appeal from denial of a motion to dissolve the injunction.** 
The acts done were held to be unlawful; and the remedy at law 
was said to be inadequate, because there was a clause in the con- 
tract under which complainant was working which exempted the 
mine owners from responsibility for inability to deliver coal un- 
der sales contracts, if delivery should become impossible by rea- 
son of strikes at the mines. Complainant, therefore, was injured 
due to the conduct of one of the parties to a dispute to which 
complainant was not a party. Complainant was a bystander, so 
far as the dispute was concerned. The unlawful character of the 
acts, or at least of the threats, assaults, and trespasses upon the 
mine property, having been determined, the question remains 
whether or not the defendants are responsible to complainants 
for injuries to him, so that injunction will lie upon his petition. 
The injunction was granted, the court drawing its analogy of re- 
sponsibility from the famous “squib case’”’®° and from two other 
tort cases.*** 

The analogy seems sound enough, and, so far as the acts done 
or threatened are unlawful acts, it seems to have been proper to 
grant the injunction. In Carter v. Fortney, complainants were 
mortgage bondholders who asked an injunction to restrain the 
commission of acts which caused damage to property and threat- 
ened injury to employees and so interfered with the operation of 
the property. Injunction was granted and the decree making it 
permanent was affirmed. Here the established law is clear to the 
effect that the beneficiary of a trust, or one in an analogous posi- 
tion, such as a lienholder, a mortgagee, or a judgment creditor, is 


*° Case No. 56a (1902), Appendix. 


Scott v. Shepherd, 2 W. Blackstone, 891, where defendant tossed a lighted 
squib into a crowd where it was kicked and thrust along until it exploded and in- 
jured the plaintiff who was a member of the crowd. 


Tarleton v. McGawley, Peake, Nisi Prius, 270; Griggs v. Fleckenstien, 14 
Minn. 81. : 
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entitled to injunctive relief to protect the property from outside 


interference.’ 


Another “recognition” case was Tunstall v. Stearns Coal Co. 
Complainant operated an open shop mine in Kentucky, in which 
some members of the United Mine Workers union were em- 
ployed. When the union officials presented a schedule for adop- 
tion, the complainants refused to deal with them. A strike was 
declared and members of the union who were employed left the 
job, in response to the strike order, though there was no dissatis- 
faction at the mines before the refusal to deal with the union. In 
addition to threats and intimidation, defendants used union 
funds in their persuasive efforts to prevent employment of strike 
breakers and to keep the strikers from going back to work. Just 
what was done is not entirely clear from the report, but it seems 
probable that some men were paid strike benefits, some were 
given money for moving expenses to help them get away to other 
fields of work, some were paid sums of money if they would not 
go to work, and some were promised strike benefits and other 
benefits if they would join the union and submit to its discipline. 
The injunction, apart from its provisions relative to violence and 
threats, prohibited “bribing employees of plaintiff to cease work 
for the plaintiff, and bribing persons who are willing and desirous 
and about to enter its employ from so doing.”’ The reported opin- 
ion affirming the decree points out, however, that this does not 
prohibit peaceful persuasion, payment of moving expenses of 
men who decide that they want to move, nor promising benefits to 
men who will join the union and submit to its discipline; but it 
also points out that the order is intended to restrain the payment 


163 


*? The reasoning runs as follows: Complainants have an interest in maintain- 
ing the value of the property. Value depends upon operation. Acts of defendants 
prevented operation. Acts of defendants were unlawful. Legal remedies were in- 
adequate because of the irreparable character of injury threatened. When unlaw- 
ful acts threaten irreparable injury to property interests, injunction will issue. 
Query: Could bondholders enjoin a breach of contract which would interfere with 
operation ? 


*® Case No. 91 (1911), Appendix. 
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of money as a controlling inducement to get men to leave their 
work. That is, the distinction is drawn between payment of 
money as an inducement to decide to leave, on the one hand, and 
furnishing of funds for moving expenses if the decision to leave 
has been reached on some other ground. On the one side of the 
line lies bribery; on the other, peaceful persuasion. In view of 
the fact that bribery of employees to leave their employment has 
long been recognized as unlawful, the distinction which the court 
draws for this case seems to be a reasonable one. A similar rule 
was applied in Bittner v. West Virginia-Pittsburgh Coal Co.,'** 
where the injunction (unreported) was modified on appeal so 
that it was made clear that “recognition” strikes, peaceful per- 
suasion of other men to join or to go on strike or not to enter em- 
ployment, and payment and receiving of strike benefits from the 
union funds, are not unlawful. 

Last in the group of “recognition” cases is the Hitchman 
case.**° The facts of this case are so well known and the implica- 
tions of it have been so frequently discussed*® that no more than 


passing reference seems necessary here, at least until we come to 
the casting-up of a summary of the development of labor law in 


*** Case No. 97 (1914), Appendix. 


**° Hitchman Coal & Coke Co. v. Mitchell, Cases Nos. 86-86g (1909-18), Ap- 
pendix. 

*** Following is a list of places in legal periodicals in which the case is discussed: 

(1914) 3 Calif. Law Review, 78 

(1918) 6 Calif. Law Review, 302 

(1918) 16 Michigan Law Review, 250 

(1918) 31 Harvard Law Review, 648 

(1918) 27 Yale Law Journal, 578 

(1918) 27 Yale Law Journal, 779 (Walter Wheeler Cook) 

(1918) 18 Columbia Law Review, 252 

(1918) 3 Cornell Law Quarterly, 317 

(1918) 3 St. Louis Law Review, 54 

(1919) 6 Virginia Law Review, 47 

(1928) 2 St. John’s Law Review, 218 

(1929) 29 Columbia Law Review, 441 (Carey and Oliphant) 

(1930) 39 Yale Law Journal, 682 (F. B. Sayre) 
Those of the above which are not otherwise marked, are merely notes or editorial 
comments. 
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the federal courts in this period.**’ That we shall do in a later 
article, after we have discussed the cases which involve issues of 
contempt of court. 


Jay FINLEy Curist 
UNIVERSITY OF CHICAGO 


Note.—If the reader is in some confusion at this point, it is to be hoped 
that he will not become unduly discouraged because of it. The confusion of 
issues and the conflicts of opinion are in fact the main reasons why the study 
seems necessary. When we have examined the several types of questions in 
this preliminary way, we shall try, as a conclusion to the whole study, to bring 
what order we may out of the confusion, and make such suggestions as occur 
to us for achieving conditions somewhat more certain and somewhat more 
satisfactory from the social viewpoint as well as from the point of view of 
the group interests closely concerned. But we cannot make any such attempt 
until we have the whole story before us, so far as it is possible to get it. 


*t There is, however, one fact in this case to which adversion is not made—in 
fact I have found no mention of it at all. It seems to me that there is a good deal to 
be said for the economic and social validity of the “yellow-dog” contract in this 
case, if we recall that before the agreement ever was presented to the men, there had 
been a prolonged struggle. The men had lost a strike, and they had asked to be 
taken back. It was no more than natural that the company, under these conditions, 
should stipulate that they should not join unions while in its employ. Here is a 
man who has had an unpleasant experience with unions; he resolves that he will 
not hire any members of any union. It will take more than mere assertion to show 
that it is unreasonable for society to refuse to protect him in an agreement to that 
effect. It is to be noted here that I am not discussing the power of Congress or of a 
state legislature to outlaw the yellow-dog contract; I believe that they have the 
power; but I am merely suggesting that there is a possibility that though some 
yellow-dog contracts may be socially unsound, it does not follow that ali of them 
are sc. The question of the soundness of these agreements, from the social view- 
point, is reserved for later discussion. 
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“HOW TO SUCCEED IN BUSINESS” 


[EprTorIAL NOTE: Although outside the usual scope of material ap- 
pearing in the Journal of Business, the following report, prepared un- 
der the direction of, and presented by, Mr. Sewell L. Avery, president 
of the United States Gypsum Company, at the annual banquet of the 
School of Commerce and Administration of the University of Chicago 
in 1930, is obviously of such general interest that it is presented here. 
The form of the report and the comments of the investigators have been 
meticulously preserved. | 


Scope of Report 

This report covers in an exhaustive way all of the books in the Chi- 
cago Public Library bearing directly on the subject of ““How To Suc- 
ceed in Business.” ° 


Statistics 


Number of volumes investigated . ‘ : ‘ : ' 114 
Volumes showing excessive use. ; ; ‘ ‘ ; 114 
Average pages per book . ‘ ‘ : : . ' ‘ 260 
Total pages investigated . : . ‘ : ; . - 20,640 
Most books by a single author : ; , ; , ; 15 
Total major qualifications for attaining success . ; ‘ 110 
1870-80 1880-g0 1890-1900 I1900-I1QIO 1910-20 1920-30 

Total books . . . I 3 6 10 48 43 
Percentage over 300 

pages Tag ae ae os - 21 44 


There are also 127 volumes on the related subject, “Choosing an Oc- 
cupation,” which were not examined. 


Conclusions from Statistics 

1. The statistics show that in recent years the size of success books 
is increasing, reflecting, no doubt, the increasing complexity of busi- 
ness. In the last decade there were more volumes having more than 300 
pages than in the entire preceding fifty years. 

2. Relation to general business. An attempt to correlate the pro- 
duction of these books with general industrial production was not bril- 
liantly successful, though a statistical analysis shows a tendency for the 
output to increase during periods of business depression. We conclude 
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that this is probably caused not so much by the greater interest in the 
subject at such times as by the greater need of the authors for money. 

3. Rate of publication. Up to 1906 these books appeared at the rate 
of about one a year. Then started a gradual expansion, culminating in 
great activity during 1916 and 1917. Interest lagged for two years, but 
was nobly revived during the business depression of 1920-22. Since 
1925 the output has been small, but, on the basis of the theory outlined, 
we venture to predict another sharp increase within the next year. 

4. Who reads the books? While bookstores report practically no sale 
for any of these volumes, the library copies show perhaps more wear 
than any other classification except detective novels. Our conclusion is 
that they reach the people who need them most. 


The Authors 

Most of the authors are professionals, but the sport has a large ama- 
teur following, among them the following: Harry Pratt Judson, Walter 
Dill Scott, George Eastman, Charles M. Schwab, Edward W. Bok, John 
D. Rockefeller, Roger W. Babson, and B. C. Forbes. 


Analysis of Ways To Succeed 
Most of the authors examined gave definite rules for success. While 


none gave more than ten, there was a marked lack of agreement, and 
the total of major qualifications reaches r10. Your investigators are 
agreed that any person fulfilling all of the 110 conditions will probably 
succeed, provided he can get a job, which seems to us doubtful. The 
points follow: 


A 


Address 

Appearance 

Application 

Accuracy 

Adaptability 

Ability to know men 

Ability to get along 
with men 

Attention 

Analysis 

Acute mind 

Audacity 

Alertness 

Ambition 


Cc Decision 


Concentration 
Culture 
Cheerfulness 
Courage 
Character 
Co-operation 
Carefulness 
Confidence 
Conversational power 
Courtesy 
Competition 


D 


Diligence 
Diplomacy 


Desire 
Determination 
Dependability 


E 


Energy 
Economy 
Enthusiasm 
Education 
Experience 
Expression 
Executive ability 


F 
Faith 
Financial reserves 





“HOW TO SUCCEED IN BUSINESS” 


Financial ability 
Foresight 
Faithfulness 
Fairness 
Firmness 


G 
Grit 
Good temper 


H 
Habit forming 
Health 


Initiative 
Intuition 
Industry 
Integrity 
Intelligence 
Intensity 
Inspiration 
Imagination 
Imitation 
Independence 


J 
Judgment 


K 
Knowledge 
Knowledge of business 

principles 


Knowledge of human 
nature 
Knowledge of the job 


L 
Loyalty 

M 
Mental ability 


Memory 
Mental vision 


N 
Neatness 


O 
Observation 
Order 
Optimism 

P 
Punctuality 
Prudence 
Planning 
Physical fitness 
Physical reserves 
Personality 
Patience 
Poise 
Persistence 
Perceptive power 


R 


Reasoning 
Resolve 


Reputation 
Reliability 
Resourcefulness 
Relaxation 


S 
Speed 
System 
Sincerity 
Sympathy 
Self-control 
Self-reliance 
Spiritual reserves 
Sociability 
Stability 

T 
Tenacity 
Tact 
Thoroughness 
Temperance 
Thinking 
Team-work 
Tolerance 


U 
Understanding 


V 
Vitality 
Vision 

W 


Will power 
Work 


Thirteen of these classifications are found to include all the rest. 


They are: 


Personal Mental | 
Characteristics Characteristics 


1. Health 5. Imagination 
2. Character 6. Reasoning 
3. Personality ability 
4. Expression 7. Knowledge 
Some of these are elements of character that a man simply has or 
hasn’t. The rest seem to center about three essential elements: 
1. Constructive thought (imagination, based on sound knowledge). 


Way of 
Working 


8. Industry 
9. Initiative 
10. Speed 

11. Accuracy 


Human 
Relationships 
12. Co-operation 

13. Loyalty 
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2. Ability in human relationships. 
3. Hard work, intelligently and confidently directed. 


Miscellaneous Notes 

Harry Pratt Judson, in The Higher Education as a Training for 
Business says that the purpose of education for business is to develop a 
many-sided business man. Success in business and success in life can- 
not be separated. His requisites are: (1) Industry, (2) intelligence 
and knowledge, (3) an acute and ready mind, (4) reputation for re- 
liability. 

George R. Eastman (not the Kodak man) in Psychology for Busi- 
ness Efficiency says: “The truly efficient man is the one who can see 
problems where others are unaware of them.” 

We wish to apologize for our inability to understand some of the 
references uncovered. They dealt with “personal magnetism,” and 
told, among other things, how to judge men by the size of their ears, and 
how to attain success through proper mastication of food. 

Two magazines were found which are wholly devoted to ways of at- 
taining success. Your investigators respectfully request that they be 
not forced to read them. 
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The Stock Market Crash—and After. By IRvING FIsHER. New 

York: Macmillan Company, 1930. Pp. 286. $2.00. 

“The book is in no sense an attempt to justify opinions hitherto ex- 
pressed.”” One cannot help being reminded of “Qui s’excuse, s’accuse,” 
because Professor Fisher’s objective in writing this book is only too 
clearly to prove that his erroneous prediction concerning the course of 
the stock market activity last fall was justified by business conditions 
existing at that time. Prior to the severe recession that carried stock 
prices down about 42 per cent from their peak quotations, Professor 
Fisher had forecast that stocks were not overvalued and that there 
would be no stock market decline of a serious nature. 

The book was in the hands of the printers on December 15, 1929, 
and its timeliness may well explain its weaknesses, if considered as a 
scholarly treatise. As a polemic pamphlet in defense of a forecast and 
as another contribution to the general wave of propaganda that at- 
tempted from November, 1929, until May, 1930, to fight economic 
forces by psychological tricks (“Business is good, if you only believe 
and make believe that it is”) the book has its merits. As to the prac- 
tical consequences of the opinions voiced in it, one may, of course, 
nourish some doubts; most economists seem to agree today (August, 
1930) that the stock market rallied too quickly on the wings of the op- 
timistic winds that blew from Washington—and Yale—and that the 
subsequent breaks did much to handicap sound tendencies of recovery 
in business. It is a dangerous undertaking for an economist to forecast, 
but it should be encouraged, because what better criterion of the sound- 
ness of economic insight is there than the proof provided by subsequent 
happenings? 

The most interesting part of the book comprises the chapters in 
which the author gives a vivid account of the course of the panic and of 
the variety of factors to which the crash has been ascribed by politi- 
cians, ministers, journalists, economists, and bankers. 

The bulk of the work consists of Professor Fisher’s economic justifi- 
cation of the “pre-crash-stock-price-level.”” Such arguments are: 
plowed-back earnings, changed price-earnings ratios, mergers, research 
and inventions, scientific management, labor’s co-operative policy, “the 
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dividends of prohibition,” stable money, and the flight from bonds to 
stocks. The most important argument for high prices of common stocks 
seems to the reviewer to lie in the belief that plowed-back earnings will 
cause profits to increase at a compound rate. But what proof do we 
have today that earnings retained in the business, that cash trans- 
ferred into plants, will net a return at a compound rate? Does statistical 
evidence of a trend that prevailed for the last five years necessarily con- 
stitute a sound basis for a forecast? Does not a state of overproduction 
and a subnormal rate of use of capacity exist in many American indus- 
tries and explain the sharp reduction in profits that is taking place 
today? 

Some important problems are treated rather superficially or not 
touched upon at all. The various economic groups—the industries, the 
farmers, the brokers, the bankers—with their divergent interests, all 
urged the Federal Reserve Board at Washington to pursue a policy fa- 
vorable to them. Questions arose and are still unanswered: Does the 
credit extended to brokers at rising interest rates deprive industry of its 
“legitimate” demands? Does a sudden break in the stock market, such 
as may be expected to occur, if the boom is not checked in time, affect 
adversely general business conditions? Why should banks not give 
their credit to the highest bidders, in this case, to the brokers? Are 
brokers loans not safe and liquid investments? Will high interest rates 
in this country attract too much gold and disturb the international equi- 
librium? Are the farming states deprived of credit if country banks 
send funds on call to New York? ; 

Since playing the stock market has become the great American game, 
the most careful evaluation of the factors involved in security specula- 
tion appears to be needed. It is to be hoped that Professor Fisher and 
others will continue to contribute material for the solution of these per- 
plexing problems. 

Rosert M. WEIDENHAMMER 


UNIVERSITY OF MINNESOTA 


England and the New Gold Standard, 1919-26. By WILLIAM 
ADAMS Brown, Jr New Haven: Yale University Press, 
1929. $4.00. 

This book traces the historical origins of the changes the gold stand- 
ard has undergone since 1914. The author seeks to show the relations 
of the British Empire and the United States to the problems of the re- 
turn to the gold standard and how the experiences of the war and post- 
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war period in international monetary relations furnished new ideas 
which were adopted in the management of the gold standard both with- 
in the individual countries and internationally. 

The new gold standard as widely established in 1925 differs greatly 
from the gold standard of 1914. In addition to pointing out the vast 
changes in the usé€ of gold as money within the countries Dr. Brown 
makes a thorough analysis of the gold shipments under the new gold 
standard as compared with the old. The types of gold shipments are 
stated as: 

1. Shipments of monetary gold made from commercial motives—the gold 
movements of the orthodox gold standard. 

2. Shipments of gold to the East and for the trade. 

3. Shipments of monetary gold whether physically moved or “ear- 
marked,” made by central banks in the execution of monetary policy irre- 
spective of exchange rates. 


The return of England to the gold standard resulted in a striking 
change in the relative importance of these shipments, and in the mo- 
tives leading to shipments of the third type as pointed out by the au- 
thor. 

The conditions called for a more direct control of the gold shipments 
and the monetary machine than these traditional gold movements al- 
lowed. The gold movements were left to function as before the war but 
were aided by the central banks in response to wider international needs 
and responsibilities. For example, the purchase of gold as a commodity 
in one country and its use as money in another whether physically 
moved or earmarked represent the movements referred to here. 

Gold movements of this type may take place and did irrespective of 
prices in the different countries or the value of gold in the different parts 
of the world. The motive for such gold movements for the most part 
has been in response to currency needs or capital shipments. Dr. Brown 
points out that: 

As the recognition of the fact that the function of gold in a modern cur- 
rency system is to limit the amount of other instruments of payment in cir- 
culation and not to serve as “backing” becomes more universal, the possibili- 
ties of this type of gold movements become more important. They provide 
one of the means by which the value of gold may be regulated. 


Undue deflation or inflation may be thus prevented as evidenced by 
many co-operative international gold movements during the reconstruc- 
tion years of the gold standard. But during these years and since there 
has been a strong tendency for the traditional movements of gold to 
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assert themselves as evidenced by the flow of excess gold to the United 
States and France wholly out of proportion to any monetary needs of 
these countries while deflation due to a scarcity of gold continued in 
the British Empire countries. 

The book is one of the ablest research contributions on the gold 
standard and the gold situation during these years that has been made 
available. It is carefully prepared and clearly presented, and will stand 
out as a thorough analysis and history of the gold standard and gold 
problems during this period. 

IvAN WRIGHT 
University oF ILLINOIS 


Industrial Society. By L. C. MARSHALL. 3 vols. Chicago: Uni- 
versity of Chicago Press, 1929. Pp. 1651. $10.00. 
Outlines of the Economic Order. By L. C. MARSHALL. Chicago: 

University of Chicago Press, 1929. Pp. 468. $2.00. 

In the preparation of selected readings for elementary economics 
courses the University of Chicago was a pioneer. Materials for the 
Study of Elementary Economics and Readings in Industrial Society 
for many years served those teachers of the science who wished to pre- 
sent the complex, many-sided picture of our existing economic society. 
Professor Marshall has rearranged and expanded his /ndustrial Society 
into three volumes, called, in order, The Emergence of the Modern Or- 
der, Production in the Modern Order, and The Co-ordination of Spe- 
cialists. The three volumes constitute a teaching unit for a year’s work 
in elementary economics. The revision has made possible inclusion of 
readings on newly developed facts and theories of economics. The new 
edition, of course, continues the advantage of the earlier one in that by 
wise and generous selection of the materials the elementary student has 
provided for him many varying theories and points of view. He learns 
to be skeptical about any set of dogmas and to see that any particular 
economic institution is of only relative value. 

The author has refrained from putting descriptive and theoretical 
economics into separate compartments. Principles are introduced only 
to explain in so far as they can the type of economic behavior which is 
being described, for apart from that behavior they can have no value 
to the elementary student. 

Furthermore, the author has not attempted to introduce the student 
to a realistic account of the modern order by presenting it only as a 
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series of problems. If economic pathology is to be taught at all, it 
should certainly be reserved until the student knows something about 
the structure and functions of the economic order—its physiology, in 
other words. It is just such a presentation which is the most notable 
feature of these materials. 

A pragmatic approach to the economic order is characteristic of the 
entire work. The student is prepared for a thorough analysis of eco- 
nomic institutions by a historical account of their emergence. He is fur- 
thermore led to see that the test of an economic institution is its effec- 
tiveness in helping men to earn a living, not its appropriateness to any 
doctrinaire theory of individualism, socialism, and so forth. 

From the standpoint of pedagogy the work has much to commend it. 
Simplified Crusoe economics has no place in it. The student is made 
aware from the beginning of the complexity of the economic world into 
which he is thrown. He finds that, despite the interesting form of pres- 
entation, he must exert to the utmost his intellectual powers to grasp the 
full meaning of this intricate system which is being explained to him. 
The one volume Outlines of the Economic Order which may be used in 
conjunction with the readings develops in a series of problems the stu- 
dent’s power of independent thinking. The reviewer has found, in many 
years of teaching, no similar handbook of equal pedagogic value. 
Enough cannot be said for the searching and stimulating questions 
which it contains. 

If any regrets have room for inclusion in this long review, one would 
like to express the wish that even more space had been allotted to an 
analysis of consumption. In view of our present imperfect knowledge 
of this important field, perhaps to ask for more than is given, some 
thirty-five pages, is to ask the impossible of a compiler of readings. 

ELINoR PANCOAST 
GoucHER COLLEGE 


Ten Thousand Small Loans: Facts about Borrowers in 109 Cities 
in 17 States. By L. N. Rosinson and M. E. STearNs. New 
York: Russell Sage Foundation, 1930. Pp. 159. $2.00. 


Until surprisingly recent times it was the general opinion, and even 
today one all too frequently comes upon people who still think, that if 
a man in need of funds cannot borrow at a bank he is either a fool with 
his money or a fit subject for charity. Those who hold this view either 
forget or do not know that commercial banks were established for the 
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use of commerce and industry and not for the purpose of catering to 
personal needs. That personal or consumer loans are as much needed 
as those based on production is indicated by the fact that today the 
number of people who patronize agencies willing to make such loans 
far exceeds those borrowing from banks. 

Dr. Robinson and Miss Stearns have made a splendid study of the 
business of lending to consumers, particularly under the jurisdiction 
of the Uniform Small Loan Law. It is to be regretted, however, that 
their study has remained unpublished for several years, during which 
time changes have taken place in living standards, price levels, and 
even in fundamental policies of the business itself. An effort has been 
made to care for some of these differences in footnotes, but such treat- 
ment can only hint at the influence of some of the more important 
changes which have occurred—such, for instance, as a movement on 
the part of loan dealers to voluntarily reduce rates as they discover 
more efficient ways of handling their affairs, or the present trend 
toward a belief on the part of lenders that a fixed maximum rate is 
fundamentally too hard on the customer who tends to borrow larger 
amounts because it makes him carry the expense load of the man who 
borrows small sums. 

Despite this shortcoming, however, Dr. Robinson’s study remains 
among the best there is in the field, and, with these comparatively minor 
exceptions, is still a thoroughly representative picture of the personal 
finance business as it exists in 1930. It covers such intimate details 
about customers as race, age, marital status, size of family, type of 
employment, amount of income and from what sources, prior indebt- 
edness, savings as represented in property ownership, life insurance 
and other assets; the kind of homes such people maintain, the budgets 
they live on, and innumerable comparisons such as the relationships 
that exist between amounts borrowed and size of family, amount of 
income, type of occupation, etc. 

It has been charged that dealers tend to encourage too much borrow- 
ing. Although Dr. Robinson does show that 42 per cent of the loans he 
studied were repeats at the same offices at which earlier loans had 
been made and that less than one-third were new customers, a study of 
other phases of his data indicates that the fact a man borrows for a 
second or even a tenth time apparently does not mean that he has got- 
ten into the toils of a lender, but rather that he, like borrowers at com- 
mercial banks, has found repeated need for a loan. 

It is sometimes assumed that patrons must be mainly of the poorest 
and least well-trained classes. Such, the book shows not to be the case. 
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But few laborers, for example, are customers as compared to people en- 
gaged in manufacturing and mechanical industries, and skilled occu- 
pations of a seasonal nature. 

Other investigators have variously estimated that customers of 
small loan companies constitute anywhere from 50 to go per cent of 
the population. Dr. Robinson and Miss Stearns have indirectly con- 
firmed these estimates through indicating that such loans, averaging 
$125 in principal amount and paid for at a rate not exceeding 3% per 
cent a month on unpaid balances, are now so common, both from the 
standpoint of number and types of persons to whom they are made, 
that it is probable that not a day passes but what each of us rubs el- 
bows with somebody among our own acquaintances who is a customer 
of a personal finance company. 

Dr. Robinson, in addition to his close relationship to the Russell 
Sage Foundation, has enjoyed much direct contact with the small loan 
business, while Miss Stearns has been in constant touch with the Foun- 
dation’s interest in the customer’s side of this field through its Division 
of Remedial Loans. Bringing, as they do, so well-rounded a point of 
view to a piece of work undertaken with the greatest care from the 
standpoint of accuracy of data and interpretation, they have produced 
a book of profound value and an authoritative source of information 
on the field of consumer loans. 

Burr BLACKBURN 
Curcaco, ILLtNors 
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The University of Iowa will be host to the delegates at the dinner meeting to 
be held at the Iowa Memorial Union. 
Speakers 
PRESIDENT WALTER A. JEssuP, University of Iowa 


Dean J. E. LERossIGNOL, University of Nebraska 


SATURDAY, May 3, 9:00 A.M. 
Round Table Conferences 
Senate Chamber, Old Capitol 
“The Problem of the Transfer Student.” Proressor Hrram T. ScoviLt, 
University of Illinois. 
Discussion: DEAN R. A. STEVENSON, University of Minnesota. 


House Chamber, Old Capitol 


“Should Degrees Granted by Schools of Business Be Standardized?” DEAN 
FRANK T. StocKTOoN, University of Kansas. 

Discussion: Dean C. E. Grirrin, University of Michigan; DEAN JouN T. 
Mappen, New York University; Dean Istpor Logs, Washington Uni- 
versity. 

SaTuRDAY, May 3, 10:30 A.M. 
Senate Chamber, Old Capitol 
Business Meeting 


Reports of Committees 
Election of Officers 











OPENING SESSION 


DEAN RALPH E. HEILMAN, President of the Association 


E ARE beginning to realize that our collegiate 
schools of business sustain a real obligation to their 
graduates to promote their more effective entrance 
into business. We are beginning to realize that we have a real re- 
sponsibility to our students, beyond mere impartation of knowl- 
edge and instruction. Beyond that we have some obligation to 
“follow through” with them, to assist in their entrance into the 
field of business activities so that they will not find themselves in 
blind alleys, up against a stone wall. There is surely some obliga- 
tion to promote their entrance into business in such a manner that 
they will have an opportunity to express whatever capacity may 
be developed within them as a result of the training we give 
them. We have some obligation to help obtain at least a reason- 
able opportunity for advancement and promotion to larger re- 
sponsibilities. And we surely have some obligation to the busi- 
ness public from which we derive, in large part, our support, to 
try to provide an adequately trained personnel for business. 
The problem which confronts collegiate schools of business 
is quite different from that which confronts the older profes- 
sional schools. The graduate of the school of law or medicine ex- 
pects, upon graduation and frequently after serving an appren- 
ticeship, to engage in independent practice for himself. How- 
ever, due to the development of the corporate form of organiza- 
tion and ownership, the business school graduate ordinarily can- 
not look forward to an early independent proprietorship in the 
field of business, but normally, must expect to identify himself 
with some corporate enterprise. Hence the importance of the 
subject of proper co-operation between our schools and corpora- 
tions. This whole subject presents a real problem for university 
schools of business, requiring a much larger measure of atten- 
tion than it has yet received. 
It seemed very appropriate that we should devote this open- 
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ing session of our conference to this main theme—the placement 
of our graduates and their entrance into business, with particu- 
lar reference to co-operation between business enterprises and 
the university schools of business. 

The first speaker is Dr. W. J. Donald, Managing Director of 
the American Management Association. He has conducted dur- 
ing the past year an exhaustive and nation-wide examination 
into the subject of training methods employed by corporations 
in inducting college graduates into their employ. It is a great 
pleasure to introduce Dr. Donald, who will speak on the sub- 
ject, “Co-operation between Universities and Corporations in 
Training and Placing College Graduates in Business.” 





CO-OPERATION BETWEEN THE UNIVERSITY AND 
BUSINESS IN TRAINING AND PLACING THE 
COLLEGE MAN 


W. J. DONALD, Ph.D. 
Managing Director, American Management Association 


‘To problem of the transition of the college man from 
his college activities to business activities is not to be 
solved merely through the development of a minor tech- 
nique of recruiting the college man for business but rather by a 
much closer knitting of the educational values that lie in the col- 
lege and the training values that lie in business activity itself. 

When these two classes of values have been knit into a unified 
program, the problem of transition will have been largely re- 
moved and most of the trouble of placing college men in busi- 
ness will have disappeared. 

Education of college grade, especially education for business 
life, has absorbed a large part of the attention which the Amer- 
ican public formerly lavished on the public school system. The 
day was when the city which tolerated or accepted as a matter 
of course inefficiency and even corruption in most branches of 
civic administration rose as for a religious pilgrimage at the 
first breath of scandal or inefficiency in the public school system. 
But the colleges and universities could then traverse their se- 
cluded paths unthreatened by critical attacks from either the 
business world at large, the parents themselves, or the fond 
alumni. 

The business world was little concerned because until recently 
the college graduate entered the learned professions of law, 
medicine, church, and engineering, only a few of them finding 
the road to business administration, and then usually by acci- 
dent rather than by design. The parent was equally uncritical, 
for, by and large, the parent, even if a college graduate himself, 
had few or no standards of appraisal of a college education. In 
any case to have gone to college—indeed, to have sent a child to 
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college—was still a mark of distinction, and it was therefore too 
much to expect that other results would be carefully scrutinized. 

Popular interest in our colleges has spread noticeably since 
the war. The numbers attending college have increased beyond 
our resources for education of college and professional grade. 
- Unfortunately, in some circles a college degree has taken on a 
certain social value, and this, combined with the increased in- 
comes of all classes of people, has threatened the colleges and 
universities with inundation. The effort to stem the tide has 
taken various forms, of which the selective test admission has 
caught public attention most. When such news has temporarily 
lost its spice some other morsel, like student suicides, drinking 
parties, or athletic controversy, is readily at hand out of which 
to gather up full baskets. 

The college has thus quite overshadowed the public schools 
in the emotional life of the American public and bids fair to 
absorb it even more. 

Of all college graduates, the college man in business is the 
easiest target for criticism. To begin with, he is new in business 
and, as a class, is still on the defensive. The first big influx of 
college men into business consisted of lawyers and took place 
during and following the merger movement in the early part of 
the century. The second influx consisted of engineers who at 
first were employed by business concerns as professional men in 
a staff or consulting capacity, but latterly the engineers have 
made up the great proportion of executives in the production 
end of manufacturing or the operating end of public utilities. 
The great majority of corporate officers are still non-college 
men and will be for some decades to come. The lawyers and 
engineers, naturally enough, question the value of an educa- 
tion dissimilar to theirs, and the non-college executive evidently 
has reason enough to question the value of the type of college 
education which has not made available the professional train- 
ing acquired by the lawyer or engineer and which cannot pos- 
sibly have provided the information which an equal number of 
years of practical experience would have made available. 

Nevertheless, there are already nearly one hundred colleges 
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of business administration in American colleges and universities, 
of which thirty-eight are members of the Association of Collegi- 
ate Schools of Business. In addition, there are numerous depart- 
ments of management engineering in the engineering colleges 
and departments of business administration in the smaller col- 
leges and universities. The number of all of these is growing so 
fast that it is impracticable to date the latest. 

Courses in business administration are so attractive to the col- 
lege student that departments of economics are suffering a severe 
drain on their student body except in respect to courses that are 
requirements of the engineering college or the school of business. 

Despite all the criticism of the college graduate in business, 
every winter and spring witnesses innumerable large companies 
and even many small companies sending representatives to the 
colleges to recruit not only from the graduating class in engineer- 
ing but also from the graduating class in the school of business, 
or even graduates in the arts. Likewise, every year brings its 
wail of grief from the recent graduate over what he regards as 
ill treatment, and from business executives over the failure of 
the recent graduate to become quickly oriented in business. 

At this point it may be well to quote from a very practical 
paper by John C. Parker, Vice-President in Charge of Engineer- 
ing of the Brooklyn Edison Company, Inc., entitled, “Wanted: 
—An Unpractical Education.” Mr. Parker says: 

Anyone who has lived in an actual world has seen literally thousands of 
cases in which men, young and old, have been trained in an art which has 
become obsolete and have seen the victims forced to degrade their social use- 
fulness through lack of adaptability to changed conditions. We have seen 
cases in which the field chosen by parents or advised by teachers or selected 
by the students have not in the sequel proven what they were thought to be 
and we have seen men left standing in forward moving organizations merely 
because they had not that breadth of fundamental training which would en- 
able them to move with the current. 


These difficulties are being charged to three parties to the re- 
lationship: (a) to the college man himself, (b) to the univer- 
sity, his instructors, and the methods of instruction, (c) to the 
attitude of business itself. 

It might be assumed that the tremendous growth in the num- 
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ber of schools of business and departments of business admin- 
istration and particularly the rapid growth of student registra- 
tions proves that the university job is being well done and this 
conclusion would be a sound use of logic were it not for a funda- 
mental principle that success in business, as in most activities, 
consists of being just a little bit better than the competitor. 

By the same logic one might equally say that the University of 
Cincinnati co-operative plan has been unusually successful, for 
that plan affords some very interesting facts as follows: 

The enrollment of full time students in the course on engineer- 
ing and commerce declined from 107 in 1907 to 27 in 1916 and 
IQI7. 

After the war they jumped to 54 in 1919 and 1920, owing to 
the sudden return of men from the war, but in 1920 and 1921 the 
number of full-time students declined to zero. 

From this we might conclude that the full-time plan of engi- 
neering and commercial education at the University of Cincin- 
nati had been entirely unsuccessful were we not also informed 
that it had been abandoned by fiat in 1921. 

Then follow the figures of registration of co-operative students 
in the college of commerce and engineering at the University of 
Cincinnati. In 1906 and 1907 there were only 28 students of 
whom all except 6 had to be dragged into the co-operative course 
by every possible device. In ten years the number of co-opera- 
tive students had increased to 441 and in 1920 and 1921 the 
number of co-operative students was 951. 

The logic that we use in deciding that collegiate schools of busi- 
ness have been good because they have been successful in terms 
of rapidly increasing registration can be used in interpreting the 
Cincinnati case to lead to the conclusion that the Cincinnati co- 
operative plan must be perfect since full time courses declined 
to nothing and the co-operative plan increased at such a rapid 
rate. 

The mutual recriminations over the place of the recent college 
graduate in business are of great variety. The business execu- 
tives’ complaints range all the way from lack of ability to spell 
and to write legibly, to inability to think; from expectation of 
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rapid promotion to unwillingness to work. The college men’s 
protests range from unwillingness to pay a salary with a pur- 
chasing power equal to that received by the business executive 
when he was beginning his career to caustic criticisms of the 
management of the business with the inference that the execu- 
tives cannot do as good a job as the younger generation could. 

Out of this mutual dissatisfaction there can surely evolve a 
more constructive program, and the point of departure in dis- 
covering it is to ask the question: What has business the right to 
expect of a college man that it should not expect of the non-col- 
lege man? When this question has been answered, a basis has 
been laid not only for the scope and method of collegiate train- 
ing for business but also for the process of his selection and his 
induction into business and the procedure for continuing his 
training on the job to the end that he and business will each find 
benefit in his employment. 

Fundamentally, there are only three characteristics which 
should distinguish the college graduate at the time of his em- 
ployment at the end of his collegiate education: 

1. He should have acquired a greater capacity to influence 
the behavior of other men and to deal with other men. 

2. He should have acquired substantially greater ability to 
approach the solution of a business problem, however simple, 
with the use of the tools of scientific method, including a better 
grasp of ways of arriving at principles of business administra- 
tion—in other words, ability to think about a business problem. 

3. He should have acquired an understanding of the social, 
economic, and public implications and relationships of business 
activity. 

Business men are gradually becoming aware of the fact that 
all business is becoming affected with the public interest. We 
have long been accustomed to public utilities and to newspapers 
as being affected with the public interest but only a small pro- 
portion of business men have yet recognized the fact that busi- 
ness in all its phases is faced with public and social implications. 
Marketing and labor problems, distribution of securities, and 
many other problems of business administration embrace a large 
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element of public interest and it seems to me that if the future 
business executive who has been in college is to acquire an un- 
derstanding of that rapidly expanding aspect of business ad- 
ministration he may well have acquired a large part of it in col- 
lege, probably more than he will secure in business, especially 
during the first few years of his business career, even though 
an increasing number of business corporations are organizing to 
relate themselves to the public and to develop a greater con- 
sciousness of public relations within the industry. 

The acceptance of this statement of objectives of collegiate 
education for business immediately removes many of the mis- 
conceptions which are at the root of most of the difficulties inci- 
dent to the placement of the college man in business. In the first 
place, the business man has no right to expect that the college 
man’s fund of information about business should be exceptional. 
Valuable as information may be, its acquisition does not consti- 
tute scientific training nor make a man a scientist. Yet the fact 
of the matter is that it has not been unusual for even some of our 
best known professors of management to emphasize subject 
matter to be covered and the sequence of courses, the main idea 
being the acquisition of knowledge about business management 
or information about management methods. The amount of 
information about management which college students will ob- 
tain in a two-, three-, or four-year course is relatively unimpor- 
tant compared with what will be acquired in the first few years 
of business life. In any case, its value is ephemeral, for the 
methods of management are developing and changing so rapidly 
that what is known today has become obsolete in a surprisingly 
short time. Furthermore, the textbook and collateral reading 
material used in class are too often already several years old. 
One need only recall the rapid development of budgeting meth- 
ods or the radical change in attitude toward methods of em- 
ployee training to illustrate this point. 

What is of permanent value to the student is the acquisition 
of a technique of investigation as applied to management—the 
impulse to verify facts, to challenge mere gossip and impres- 
sions, the power to use statistical method and to handle histor- 
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ical evidence. To these ends the whole university curriculum 
may contribute. The classics can be defended not so much by 
the threadbare argument that one may thus acquire a knowl- 
edge of the roots of language and an appreciation of the litera- 
ture of the centuries, as because they contribute to the technique 
of getting at the truth. The value of mathematics, modern lan- 
guages, the physical and the social sciences, lies in the same 
direction. This is what we have sometimes called “mental dis- 
cipline.” 

Similarly, this point of view as to what should distinguish the 
college graduate ought to affect the attitude of the college man 
when he first enters business. If he accepts this view, and if his 
training has been based on a program which emphasizes this 
view, and if this point of view has been constantly pointed out to 
him, he will not approach business with the idea that he knows 
how business is managed, or, worse still, that he knows more 
about how business should be managed than the older men with 
whom he becomes associated. Similarly, the acceptance of this 
point of view will substantially affect the attitude of the college 
professor and the type of work which will be offered to the stu- 
dent. 

In the second place, business has no right to expect that the 
college man should be more proficient in those manual opera- 
tions such as writing, which should have been acquired in the 
grade or high schools, especially when for a period of years there 
may have been no external incentive for the maintenance of a 
previously acquired skill. 

In the third place, neither business executives nor the gradu- 
ate have any right to believe that the educational process has 
been completed. We are all coming to recognize that gradua- 
tion is rightly called “commencement”—commencement of a 
lifetime of education. 

It is becoming more and more generally recognized that the 
job of an executive is, in very large measure, an educational or 
training job. It is reported that the executives of one well- 
known company took the time one day to analyze just what 
management is in terms of specific activities that must be per- 
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formed minute by minute and hour by hour in the day. An 
analysis and classification of these activities led to the conclu- 
sion that nine out of ten of them could be classified under educa- 
tion and training. From the president down to the last super- 
visor, one of the most important functions is that of training 
their immediate subordinates, not only to do their present work 
well, but also for promotion. This interpretation of manage- 
ment, which would make of every executive a teacher, might 
even be carried out to the last employee who may have a certain 
obligation to improve the efficiency and ability of his fellow em- 
ployees because it is usually to his own advantage that the work 
of his fellow employee shall be done as well as his own—shall 
be done efficiently. If this point of view is accepted, it is easy to 
reach the conclusion that the college graduate, if he expects 
promotion into the ranks of junior executive and then later on 
to more important executive positions, must have acquired an 
unusual ability to deal with other men, which is in most respects 
an educational or training activity. 

When business men say that in choosing a college graduate 
they prefer one who has been active in student organizations, 
they are by inference recognizing that, in these practical mat- 
ters of college life, the student who has been a leader has ac- 
quired a training through practice in leadership and that means 
influencing and even training his fellow students. At the present 
time, such student activities constitute about the only opportu- 
nity which the student has for actual practice in the process of 
leading and training others. 

In proposing that participation in intercollegiate athletics 
should be confined to second- and third-year men and that the 
coaching of the college team should be done by senior students 
rather than by professional coaches and by alumni, President 
Hopkins of Dartmouth College made an extremely valuable 
suggestion in that it will offer a great educational opportunity 
for the participation of seniors in college in the training of their 
juniors—an extremely valuable experience for them. 

There are undoubtedly other ways in which the student’s 
ability to lead and train others may be increased. It cannot be 
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gainsaid that knowledge of educational psychology and of teach- 
ing methods would be helpful even without actual practice, and 
it would seem that, to the extent to which formal classroom in- 
struction ought to be a part of training for business life, certainly 
courses in educational psychology and in teaching or training 
methods ought to be a requirement for all students who expect 
to enter business life and who are specializing in the field of 
business administration. If opportunity for practice in teaching 
and training may be considerably increased by such devices as 
President Hopkins has proposed, or in any other possible ways, 
so much the better. 

It would be very reasonable to assume that graduates of col- 
leges, which offer training in the process of teaching and, better 
still, provide opportunities for practice, would be better equipped 
to enter the business world and to make rapid progress in the 
business world than the graduates of colleges which offer no 
such opportunities. 

For instance, salesmanship is largely a teaching process— 
teaching the buyer—though often it is not sufficiently recog- 
nized as such. It would be reasonable to expect that a graduate 
with a knowledge of educational psychology and teaching meth- 
ods might make more progress than otherwise as a junior sales- 
man, and in view of the fact that the training of salesmen is be- 
coming the job of the sales supervisor—the district sales man- 
ager rather than a headquarters sales school—it would be rea- 
sonable to expect that out of the graduates having had such a 
training in educational psychology and training methods might 
be readily recruited the future district sales manager of a com- 
pany. 

The same general principle applies to the graduate who may 
find his way into the accounting or other office departments of a 
company, or the graduate who finds his way into the production 
end of the business, all of whom, from apprentice engineer to 
assistant foreman, foreman, assistant superintendent, etc., have 
a major responsibility for training their subordinates. 

Business today is making vast demands on the man equipped 
with a scientific method of approach to the solution of business 
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problems. There are more variables in any business situation 
and the solution of problems through the isolation of particu- 
lar factors presents greater difficulty today than ever before. 
“Hunch” methods of appraising a situation are utterly inade- 
quate for the needs of most companies. It takes more than 
common sense to determine the right answer to most particular 
situations. The day is long past when methods used by one 
company can be adopted without modification by another com- 
pany, even in the same line of business. This is equally true of 
the production, financial, and marketing ends of the business, 
and the man equipped with the scientific method of approach to 
the solution of business problems is the man who is certain to 
make the greatest progress in modern business with all its com- 
plications. 

In the production end of business the engineer was at first, in 
most cases, a staff man. He was engaged chiefly in investigating 
production problems usually of a mechanical, chemical, or elec- 
trical nature. Then came a period when the engineer began to 
apply the same technique of study to production problems which 
he had formerly applied to more technical problems. More re- 
cently, the engineer has in very many cases been put in full 
charge of the production process, being responsible for execu- 
tive action as well as recommendations. 

The time has come when the man in charge of getting output 
must at least have an intelligent appreciation of scientific meth- 
ods of going about solving a problem, even though the actual 
investigational work may be done by others of lesser status or 
responsibility. So the scientifically trained man, scientifically 
trained in the sense that he has a scientific method in going 
about finding the answer to his problem, is the man who has 
come to the fore in the production end of the business. The 
same is becoming equally true of marketing and of finance. It 
is interesting to note how often the newly elected presidents of 
companies are men who, instead of merely having dynamic per- 
sonalities, are also equipped with a training or ability that per- 
mits them to direct or at least appraise the scientific studies of 
subordinates within the organization. 
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How are these objectives of collegiate education for business 
to be attained? It must be admitted that a great deal of colle- 
giate education for business has been conducted along lines and 
with methods which are, to a considerable extent, the funda- 
mental causes of many of the criticisms of the college man in 
business. This is due in part to the newness of collegiate educa- 
tion for business. It is also due to the fact that, compared with 
the attention given to pedagogical methods in the public schools, 
including high schools, there has been very little discussion of 
methods of education in schools of college grade. The great ma- 
jority of college professors, while fully informed on and enthusi- 
astic about the subject matter, have made little study of educa- 
tional methods, and many of them care very little about it and 
have no clearly defined understanding of the real objectives of 
college education or, for that matter, of education in general. 
The professor enters upon a teaching career because he knows a 
subject and often enthusiastically devotes his energies to filling 
the students full of information, and sometimes even is con- 
cerned about getting his students to hold the views which he 
himself holds. 

For over fifteen years leaders in educational thought and 
public school administration have been developing the theory 
and practice of the project method of teaching as distinguished 
from the problem method and case method, both of which are 
certainly a vast advance over the antiquated methods used be- 
fore the last decade. A project is a problematic act carried to 
completion in its natural setting." This method has been applied 
successfully in the fields of manual training, history, mathe- 
matics, home economics, geography, civics, and languages, in 
the public schools. In college it has been applied successfully in 
the fields of engineering, law, medicine, journalism, modern 
languages, municipal administration, history, mathematics, 
home economics, civics, biology, English, and foreign languages. 
It represents the most advanced thinking on the subject of edu- 
cational methods. In the public schools there are many practical 
difficulties in the application of the method, most of them being 


* John A. Stevenson, The Project Method of Teaching. Macmillan Co., 1919. 
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due to traditions of the public school system. In some depart- 
ments of collegiate education tradition presents a difficult bar- 
rier in the way of the application of the method to collegiate 
training. In business itself the method is being used successfully, 
and illustrations will suffice to show how it is being done. 

For instance, in the training of salesmen, the Equitable Life 
Assurance Society has followed the practice of training sales- 
men on the job. With brief preliminary instruction, the sales- 
man goes out to sell life insurance. Naturally, he runs into diffi- 
culties. He brings those difficulties back to his supervisory offi- 
cer, who, as frequently as possible, sits down with him individu- 
ally, or in a group, and goes over with him the best methods of 
meeting the difficulties which he has met. 

This method of training insurance salesmen meets fully the 
definition of the project method of teaching. The salesman has 
a difficulty which constitutes a problem. The salesman has an 
act to perform in selling the prospect. Responsibility for results 
rests squarely on him. The information he gets from other sales- 
men and from his supervisor bears on an actual case. The selling 
process is carried to completion. It is also done under natural 
conditions, and the results are an objective measure of achieve- 
ment. 

In the training of apprentices, the Scovill Manufacturing 
Company puts the apprentice to work under normal working 
conditions under a supervisor who is responsible for his train- 
ing. The apprentice is made responsible for results. He runs 
into difficulties. He seeks light on how those difficulties are to 
be overcome. With the knowledge acquired he does the work in 
a natural environment under the normal incentives of compen- 
sation and normal conditions of supervision. 

The Curtis Publishing Company has applied the same prin- 
ciples to the training of office workers. The new employee begins 
actual work under normal conditions and is trained by a super- 
visor in a natural setting under the usual conditions of compen- 
sation and surroundings. He is responsible for results. Knowl- 
edge and discipline are acquired in the process of doing actual 
work and of meeting actual difficulties. 
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It is easy to understand how training in industry conducted 
in this way has a vitality and an interest which many of the for- 
mal classroom instruction methods of training can never pro- 
vide. Similarly, is it not reasonable to assume that a student, 
working on an actual problem in a company under a competent 
supervisor in normal circumstances of compensation and work- 
ing conditions, would gain a knowledge of methods of solving 
business problems which, too, would have vitality and interest 
and become a permanent part of the equipment of the student 
for a future business career? 

Let us take it for granted, for the time being, that there are 
administrative procedures and college traditions which are hard 
to break and which make it difficult to apply the project method 
of teaching business administration in the undergraduate col- 
lege. This assumption is made only for the sake of argument, 
because there are those who believe that even these difficulties 
can be surmounted and that modern methods of training busi- 
ness executives in industry can also be used in training under- 
graduates. 

An approach to the application of the project method of teach- 
ing has been made by the University of Cincinnati, by Antioch 
College, by Massachusetts Institute of Technology, and by the 
Engineering College of New York University through the adop- 
tion of the co-operative plan by which the student works part 
time in industry and studies part time in college. 

In the training of the graduate student in business admin- 
istration it is perfectly practicable to apply the project method 
of teaching, in full measure. What is proposed is: 

1. That the graduate student should be actively engaged in 
the study of actual business problems in a company which places 
on him responsibility for the accuracy and completeness of the 
facts to be studied, for the interpretation of the facts, and for 
the presentation of the interpretation to those responsible for 
taking necessary executive action. This implies that the student 
must be employed as a regular employee of the company on 
salary, thus giving his work all of the background and relations 
necessary if it is to be done in a natural setting. 
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2. On the assumption that the distinguishing mark of a man 
trained in a graduate school of business administration is a 
thorough training in scientific methods of approach to the solu- 
tion of a business problem, the student must be employed in a 
department of a company which affords him a full opportunity 
to do investigational work under complete supervision. For in- 
stance, he -nust work on real problems of marketing rather than 
actually sell goods, or he may be engaged in a department which 
analyzes financial statements of companies for financial houses, 
or he may serve as an apprentice in the planning, research, or 
industrial engineering department of a company, rather than 
engaging as a workman or sub-foreman in a manufacturing 
plant. If he is working in the field of advertising, his work must 
be a study of advertising or marketing problems under supervi- 
sion rather than writing advertising copy. 

3. The student must be placed under an executive of the com- 
pany who can supervise his work, judgment as to the compe- 
tency of the supervisor being based upon his ability to train the 
student employee in the technique of business research. 

4. The student should be given credit toward his degree for 
the investigational work done in the company, but before credit 
is given the supervisor should certify that the quality of work 
done has been satisfactory to him. 

5. The student should also take courses largely in the nature 
of seminars, the purpose of which should be to bring out in relief 
the various methods of investigation used in the student appren- 
tice’s actual work and to give the student an understanding of 
those methods of investigation which in his practical work he 
may not have had opportunity to use to the fullest extent. They 
will also provide additional guidance in regard to his methods of 
work, and the whole end of the seminar instruction is that out of 
his practical experience he may get the fullest possible under- 
standing of all possible methods to be used and the reasons for 
their use. 

6. The student should also take courses, probably largely in 
the nature of seminars, which have a bearing on the public re- 
lations aspect of the business. These courses may well embrace 
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subject matter usually classified as political science, economics, 
sociology, and even history. 

Some of the classes or seminars which the student should be 
required to take as part of a fundamental training in the method 
of approach to the solution of business problems are: 

(a) Statistical method, including principles of statistical 
method as applied to business; advanced statistical method; 
graphic presentation, etc. 

(6) Accounting, especially advanced accounting and theory 
of accounts, and accounting as a technique of business research. 

(c) Certain courses which are more or less of an informative 
nature, their purpose being: 

(1) To round out the student’s acquaintanceship with the 
facts of the business world. 

(2) Much more important, to afford opportunity to observe 
the application of scientific methods of study as applied in the 
various fields of business, thus bringing clearly to the student’s 
mind the fundamental importance of scientific method in the 
approach to the solution of a business problem and a conscious- 
ness of a universal value and applicability of scientific methods 
of study rather than business methods themselves which must 
vary with the individual case. These ‘“‘content courses” should 
be taught primarily as a vehicle for the consideration and appli- 
cation of scientific methods of research rather than for their in- 
formative value. 

(3) To round out the student’s acquaintanceship with the 
public, social, and economic implications of business activity. 

This plan of graduate training for a business career meets all 
of the conditions of the modern project method of teaching. The 
student, or apprentice investigator, would deal with actual prob- 
lems. He would be responsible for his results. He would carry 
his work through to completion. He would do his work in a 
natural setting, under the ordinary circumstances of compensa- 
tion and with adequate supervision. His instruction in the class- 
room would have a vital value in that it would provide informa- 
tion to solve specific, concrete, actual problems rather than 
hypothetical problems. Much more important, he would gain from 
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these classes and seminars a method of dealing with his problem 
which would be put into practical use and therefore become an 
integral part of his equipment for his future career. 

Three other important requirements for a degree—presum- 
ably the Doctor’s degree—should be: 

1. That the student should complete an original piece of in- 
vestigation of a business problem in which he has made use of 
the fundamental methods used in studying any business prob- 
lem. 

2. He should have prepared a complete statement of the 
methods of investigation used in his study, a complete exposi- 
tion of the reasons for the use of the methods involved, a com- 
plete statement of alternative methods considered and an exposi- 
tion of why they were not used. This requirement would force 
on him the acquisition of a complete grasp of method. 

3. He should make a contribution, however small, to the pub- 
lished literature on methods usable in the study of management 
problems. At least such a contribution should have been ac- 
cepted for publication. This may be illustrated by, for instance, 
some development in the technique of interviewing persons who 
are a source of data; or a statement of an improved method of 
verifying facts regarding occurrences in the past on which there 
may be no satisfactory records. Or it might be an improved 
statement of the proper uses of statistical averages. 

It will be recognized that the type of training set forth has 
been discussed as applying primarily to the advanced graduate 
student. There is a growing need, and more important, a grow- 
ing recognition for the need of this type of trained man. Statis- 
tical departments and research departments are being estab- 
lished one after another by companies and in different branches 
of company activities—for production, for planning, for fore- 
casting, for market analysis, for research and office methods, 
for setting sales quotas, for personnel research, etc. A number 
of the larger companies have recently established vice-presi- 
dents in charge of research and this is indicative of the esteem 
in which business research is held by an increasing number of 
corporation executives. 
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It is not to be expected, however, that all college men will un- 
dertake such advanced work nor that there will be sufficient op- 
portunity for their activities even if they were to do so. 

What, then, should be the type of training for the student who 
completes the equivalent of four or five years of preparation 
for business? 

It is too much to hope that they will receive a scientific train- 
ing at all comparable with that outlined above. Nevertheless, 
the point of view expressed herein points the way to the type of 
training that may be given. In general, these other students of 
business may be classified into three groups: 

(a) Those men already engaged in business on a full-time 
basis who are taking extension courses or occasional courses 
leading to a degree either the equivalent of the Bachelor’s de- 
gree or the Master’s degree. 

(6) Those students who are full-time undergraduate stu- 
dents in colleges and universities which are not located in busi- 
ness centers which provide opportunity for close contact with 
business itself. These include some, but not all, state universities 
and some colleges of very high standing. We might also include 
here students in colleges and universities where contact in cen- 
ters of extensive business activity is possible but where the col- 
lege or university takes little or no advantage of those contacts. 

(c) Those full-time students connected with universities and 
colleges that are located in business centers in which the uni- 
versity takes advantage of a wide variety of contacts with busi- 
ness activities. 

The first type of collegiate training for business is frequently 
looked upon by some with disdain and has been subjected by 
many to all the criticisms that attach to part-time education. 
University instructors are frequently ill equipped pedagogically 
even though they may be well informed. Instructors, many of 
them full-time business men themselves, are often subject to the 
exigencies of other business demands with consequent occasional 
lack of adequate preparation even to the extent of sometimes 
being rather casual. Substitute lecturers are frequently intro- 
duced, partly to relieve a hard-pressed instructor who may for 
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the time being have to be out of town. Frequently the classes are 
very large and the preparation of students for the course may 
vary so widely as to make the teaching process extremely diffi- 
cult for the instructor, and yet, despite all of the defects attend- 
ant upon such efforts at business training, the probability is that 
the great majority of such students enter upon their work with a 
seriousness of purpose that outweighs other difficulties. 

Most important of all is the fact that each student usually ap- 
proaches his work with a knowledge or at least a consciousness 
of business problems which is far in excess of that of the full- 
time undergraduate student and often in excess of the full-time 
graduate student working for a Master’s degree. Furthermore, 
the student has opportunity to test his learning against actual 
business practice and frequently to actually put his learning to 
work in the daily course of his occupational activity in such a 
way as to make his study a vital factor and in such a way as to 
change his habits of action which, after all, is the objective of all 
training. 

In all such efforts at training, the difficulty lies chiefly in the 
timing of the study of particular subject matters in such way 
that the learning process immediately precedes, parallels, or im- 
mediately follows an occupational difficulty to which the study 
is immediately related. To the extent that this relationship may 
be made, the pedagogical soundness of such extension or part- 
time courses nears perfection. 

Frankly, I have a great deal more sympathy for this type of 
effort toward collegiate training for business than I have for 
much of the effort toward full-time undergraduate training for 
business. 

The type of training which has been altogether too prevalent 
in many undergraduate schools of business and in some of the 
engineering colleges has given altogether too much attention to 
information about how business is managed or, worse still, how 
business should be managed. This has been carried to such ex- 
treme that courses are being offered to undergraduates on sales- 
manship, marketing technique, advertising copy, office manage- 
ment, personnel technique, exporting, etc., ad infinitum, to such 
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an extent as amply to justify Hon. Dwight P. Morrow’s state- 
ment that many of our universities and colleges are simply “intel- 
lectual filling stations.” 

Such courses have a place in the classroom if they are used as 
vehicles for‘a training in method, but as mere information they 
flout all fundamental principles of education. 

For the second group of students mentioned above, the sooner 
we get back to the old idea of intellectual training clothed in new 
garb and carried on by modern teaching methods, the better it 
will be for the undergraduates and for business concerns who 
later employ them. In an article in the Atlantic Monthly, Dr. I. 
M. Rubinow characterized the atmosphere of the average college 
campus as that of the resort hotel. With the desire of Americans 
to embellish our life with what is commonly called “culture,” 
the classics and modern languages, philosophy and history and 
some of the other subjects are being taught altogether too much 
for the decorative value to the college graduate’s later life. The 
older idea that many of these courses afford mental discipline 
was a more sound doctrine. They do provide a mental discipline, 
not merely because they are hard—because to many students 
they are easy—but rather because the process of study develops 
the capacity of the student to solve problems whether they be in 
that field of subject matter or in any other interest field. 

Without going into argument over the various subjects in the 
college curriculum, it may be readily conceded that mathematics 
and the physical sciences adapt themselves more obviously than 
others to the opportunity for giving a thorough training in sci- 
entific method which will be very useful in finding the answer to 
any sort of life problem. 

While the obviousness of their value for scientific training 
may not be so evident, nevertheless the social sciences afford an 
equal opportunity for scientific training in a field in which scien- 
tific application is more difficult but in which it is more needed. 
In fact, many of us have long suspected that the mathematical 
mind could not be very scientific in the social science field be- 
cause it was blind to a large volume of facts that are extremely 
pertinent to a scientific analysis of such problems. 





CO-OPERATION IN TRAINING AND PLACING 25 


As we have set forth above, the modern project method of 
teaching implies that, before facts are discovered and principles 
developed, a problem must have been raised which the student, 
whether in college or out, undertakes to solve. This principle ex- 
plains the very important corollary which has often taken the 
form of the statement that the real function of the good teacher 
is properly to raise problems rather than to solve them for the 
student. It may be deduced from this statement that those col- 
lege courses which deal with subject matter and problems in 
which the student’s interest may be quickly and effectively raised 
are probably the best courses from an educational viewpoint. It 
is a comparatively easy matter, for instance, to whet the stu- 
dent’s appetite to know whether trade-unionism, as it exists at 
present, is a permanent factor in business and society. Once that 
question has been fairly raised, it is an easy matter to create his 
interest in economic history as the background for the study of 
the growth of labor organization. Similarly, it is easy to stir up 
the student’s interest in the problem whether large scale industry 
is really to increase or whether it will decline or whether it will be 
permanently successful. Having done so, it is easy to set him on 
the quest of discovering what factors enter into the situation or, 
to state it in more general terms, to stimulate his own activities 
to the end that he may acquire a greater ability to study and 
think about any sort of problems, including business problems. 

A course in economic history, for instance, has value partly in 
providing the background of all modern business problems, but 
also for providing training in historic method including the ap- 
praisal of historical evidence. This latter, unfortunately, train- 
ing in historical method, is a field which has been practically neg- 
lected in such courses. 

Quite apart from what might be regarded as at least an ele- 
mentary training in method afforded by undergraduate training 
for business, there is a vast opportunity for preparing the future 
business executive for an understanding of the social and eco- 
nomic implications of business activity including management 
which today is finding expression in a recognition of the public- 
relations side of business. 
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We may as well frankly recognize that the first few years of a 
college graduate’s business activity will not afford him much op- 
portunity to gain that understanding from his own occupational 
activity and there is a question, except in unusual cases, whether 
he will ever acquire a broad economic perspective in business 
situations which are likely to be prejudicial to a dispassionate 
approach to the public and social aspects of business. 

This offers a tremendous field of opportunity for collegiate 
schools of business. Let us illustrate, for instance, by reference 
to courses on industrial relations. At this point I can’t refrain 
from quoting from an unpublished paper by Professor Dale 
Yoder of the University of Iowa,’ entitled “Introductory Courses 
in Industrial Relations.” After describing the typical introduc- 
tory course on industrial relations with which we are all familiar, 
Professor Yoder says, 

In such a presentation it is almost inevitable that the point of view comes 
to emphasize reform as the major objective of study. The effort to make 
what are regarded as problems significant and worthy of attention frequently 
results in a distinctly one-sided presentation in which objectionable features 
are so overemphasized as effectively to distort the true picture. The study 
of each problem is likely to close with the suggestion and the expressed or 
implied approval of some change, some program of modifications. In such 
courses, the instructor almost inevitably takes on the characteristics of the 
reformer and the student viewpoint, at the very time when it should be made 
liberal, judicious, and critical, is apt to become ardently reformist and hence 
uncritical of the modifications proposed. 


Professor Yoder goes on to say, 


Students leaving school frequently discover a portion of the other side, 
with a consequent loss of faith in and respect for the whole presentation. Too 
often, in later years, the student pins a mental label on the memories of this 
course, a label inscribed “propaganda.” Thus is lost much of the valuable 
content of the discussion. 


As Professor Yoder suggests, one very important object of the 
undergraduate course on industrial relations is the development 
of a realistic, analytical and understanding viewpoint of modern 
industrial relations. 


? To be published in Personnel for August, 1930. 
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The introductory course aims to make students familiar with the relation- 
ships of employers and employees in modern industry, recognizing tendencies 
toward improvement in such relationships as well as economic and social 
maladjustments involved in them. The desirable viewpoint is critical, alert, 
unbiased, objective and analytic. Students should be led to understand these 
structures as they appear to the scientist and scholar, recognizing, at the 
same time, the peculiar viewpoints of employers, trades unionists, radicals or 
revolutionists and the numerous professional propagandists for these and 
other interested parties. 


Professor Yoder’s analysis reminds me of the question asked 
Professor Robert F. Hoxie by an undergraduate: “Which are 
you, Professor Hoxie, a trade unionist, a socialist or a capital- 
ist?” Professor Hoxie’s reply was, “I am none of them. I am a 
scientist.” 

Such a course not only develops the student’s analytical and 
scientific technique but it also provides a sound approach for an 
understanding of the public relations aspects of business itself. 

Marketing problems may be approached in much the same 
way. There is ample opportunity for approaching marketing 
problems as they are known to the student as a consumer and 
member of the community. Instead of discussing marketing 
technique, why not base the whole undergraduate marketing 
program on a consideration of the social and economic aspects 
of modern marketing of which, of course, the consumer’s interest 
in the spread between cost of production and retail price is an 
obvious point of departure. 

I shall not elaborate on the working out of such an approach 
to the undergraduate study of marketing for it is easy to deter- 
mine upon a course of action the details of which any instructor 
familiar with the field could easily cover. 

Of course, there are certain courses easily taught in the class- 
room which have almost direct value for a future business career. 
These include, for instance, statistical method and accounting. 
One of the difficulties with undergraduate instruction in statis- 
tical method as training for business is that statistical data re- 
garding business problems are usually not available for study 
by the undergraduate. There is, however, any amount of statis- 
tical data available from government reports which lend them- 
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selves to analysis through the application of even rather ad- 
vanced statistical methods. The technique gained in analyzing 
such material is easily adapted to later use in the business field. 
The value of such courses will, of course, be augmented by the 
choice of subject matter which the student approaches as a prob- 
lem which has come to him, so far as possible, in the normal 
course of his own experience. So far as possible, of course, all 
study will gain from the avoidance of artificial assignments in 
which the student has no personal interest. 

Training in accounting can be adapted with reasonable ease 
to the classroom procedure though I doubt whether undergrad- 
uate instruction in accounting should be carried into as much de- 
tail as seems prevalent in some institutions. As for accounting 
laboratories, my only comment is that the term laboratory, like 
the term engineer, certainly suffers from its would-be friends. 

It may be suggested that what has been proposed for an un- 
dergraduate collegiate school of business of the class we are now 
considering differs little from departments of economics or, more 
correctly, departments of political economy. By these, of course, 
we are not referring to departments of pure economic theory. 

If this is a criticism of the proposal, then I gladly accept the 
challenge, but I should like to re-state the case in a little different 
way. Frankly, I see no place in such undergraduate collegiate 
training for courses in salesmanship, marketing technique, ad- 
vertising copy, office management, personnel technique, export- 
ing, etc. In my opinion, the presence of any such course in under- 
graduate schools of business is largely induced by the efforts of 
undergraduate professors to establish undergraduate courses 
more or less on a plane of graduate school courses, a tendency 
which is aggravated by the temptation to use in undergraduate 
courses the instructional materials which have been acquired in 
graduate courses taken by the instructor. 

As for the current business criticism of undergraduate schools 
of business that many instructors and professors have had no ex- 
perience in business, I personally take no stock in this criticism 
at all. That criticism reflects an expectation of the undergradu- 
ate school which the business man has no right to hold since, as it 
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seems to me, it implies an objective of undergraduate training 
for business which is impractical of realization in the first place 
and which deflects the school of business from objectives of much 
greater fundamental importance. 

There is another tendency of the times from which we might 
expect further development and this tendency refers particularly 
to the third class of students and institutions mentioned above. 
Business men are generally familiar with the co-operative plan 
originated at the University of Cincinnati and used by the Mas- 
sachusetts Institute of Technology, by the Engineering College 
of New York University, more recently by Antioch College, and 
by other institutions. 

This plan has the distinct advantage of bringing the student 
face to face with actual business problems. In the course of his 
several weeks activity within a company, he comes face to face 
with problems which he solves more or less on the spot and which 
he has the opportunity to study further under guidance dur- 
ing weeks spent in college. His practical work has made these 
problems real to him, and the data he gets either during his work 
or in college and the methods he uses in finding the answer to his 
problems become a real part of his education and prepare him in a 
vital way for his future business career. It is my observation 
that men trained in this sort of atmosphere are vastly more toler- 
ant toward company practices than are those who are given in- 
struction, without anything like equal contact with business, in 
how business is run or how business should be run. 

To what extent this practice can be adapted to undergraduate 
college training for business it is difficult to say without more ef- 
forts in that direction than exist at the present time. My own 
suggestion is that it should not be carried, at least in the experi- 
mental stage, below the senior year and then only in the case of 
institutions which are sufficiently close to a large and varied busi- 
ness community as to make it practicable. What we are suggest- 
ing here, of course, is the advancement of the proposal for grad- 
uate training in business into the senior year. 

We fully recognize the administrative difficulties, particularly 
those which pertain to the typical administrative requirements of 
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most of our colleges and universities, requirements which in 
many quarters are under fire, administrative requirements which 
gradually may be expected to give way to more fundamental and 
sound educational objectives. Such public institutions as under- 
take thus to unite the educational values that lie in the college 
and the training values that lie in occupational activity may be 
expected to go further toward professional training in the under- 
graduate college but in so doing their graduates will probably 
lose something of that broad perspective which is increasingly 
essential for a business career and which may be afforded by the 
more liberal and less professional! type of undergraduate training 
which has been discussed above. 

The nearer we can come to sending out from our colleges men 
who feel that graduation is truly the commencement of a life- 
time of education, the more tolerant they will be of their condi- 
tions of employment, the less unsettled they will be during the 
dangerous first few years after graduation, the more they will 
grow toward positions of responsibility, and the better will busi- 
ness executives be satisfied with the men whom they so eagerly 
employ. 

Nothing will contribute so much to giving the college man the 
proper attitude toward his first years in business as the removal 
from the college curriculum of those course 3 which tend to make 
him think that he knows how business is managed, unless it be a 
frank avowal on the part of our colleges and universities that 
their function is to give the student a mental training with which 
he may more effectively, in the course of actual experience, study 
actual business problems and more quickly than the non-college 
man learn in after-college days how to manage a business. 

The program which we have suggested for the graduate stu- 
dent we believe accomplishes these objectives and largely re- 
moves the problems attendant upon introducing the college man 
into business. The program for the student who is actively en- 
gaged in business but who continues his studies extramurally or 
through special courses we believe equally induces the same 
point of view for the man of less advanced training. 

The program for the second class of undergraduates discour- 
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ages the business man from expecting the wrong things of the 
college graduate and discourages the college graduate from as- 
suming too much regarding his own training, and the program 
for the third group of undergraduate students, offering some but 
little professional training, to some extent, at least, helps to 
bridge the gap between the college and industry. 

No mere technique of recruiting and placing college men will 
solve the problem. The answer lies in a much closer knitting of 
the educational and training activities of colleges, universities, 
and business itself. 





WHAT BUSINESS EXPECTS OF GRADUATES 
OF SCHOOLS OF BUSINESS 


COLONEL R. I. REES 
Assistant Vice-President, American Telephone and Telegraph Company 


T IS a real privilege which I value highly to be one of your 
guests this evening, and I only regret that I cannot spend 
the time to learn more of your problems during the succeed- 

ing sessions of this meeting. There are many things that we in 
industry should know of what your objectives are in the educa- 
tion of young men for business. 

Of course when a representative of industry appears before an 
educational audience he is supposed to throw out his chest and 
deliver to you a lot of dogmas and platitudes as to what business 
expects of your graduates and you, of course, are expected to ac- 
cept them as gospel. For instance, I should say to you in the be- 


ginning that what we want from your graduates is the ability to 
think and to work. I am going to give you a quotation. Prob- 
ably many of you will recognize it. 


I have given a great deal of attention during my educational life and par- 
ticularly in recent years, to the claim that education should train men for 
leadership. In all my educational experience I have been content if I could 
succeed in giving to the student the ability to think and to work, and leave 
it to nature and the young man’s later experience to develop those qualities 
of leadership that may be in him. 


That is a quotation from the last Baccalaureate address of for- 
mer President Birge of Wisconsin. 

We can be a little more specific in saying what we expect from 
the graduate of the collegiate school of business. That is that he 
should have analytical ability, a trained mind, intelligence, good 
judgment based on fundamental knowledge, and the ability to 
co-operate with his fellows. And where did business men get that 
realization? Of necessity they got it from the objectives on which 
all of you build the curricula for your students in college. These 
are just illustrations of what I am to stand before you and de- 
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liver; things which you have been telling us for years are the 
essentials of a successful educational training for a young man 
facing his life’s problems in business. 

The new movement in higher education is clearly in the direc- 
tion oi providing more specific objectives for the student. And 
on the campuses today, with the college of liberal arts between 
them, excepting for the moment the traditional professions such 
as law and medicine, we have engineering, which deals with the 
applications of the fundamentals of physical science to indus- 
try, and on the other hand the collegiate schools of business that 
are dealing with the fundamentals of finance, production, and 
distribution, which of course are subsidiaries to the broad subject 
of economics. And we in business, I am sure, need these bases of 
preparation in two rather distinctive fields—the preparation in 
the physical sciences and their application on the one side and, 
you might say expressing it broadly, the application of social 
science to the problems of business on the other. 

There is one great need in industry, a problem on which we 
expect your graduates to keep up a continual attack, and which 
is common ground between the engineering graduates and the 
graduates of business, and that is concerned with the broad ques- 
tion of human relationships. As we witness the unfortunate situ- 
ations that are constantly creeping into business and when we 
realize many times how badly handled they are, and as we re- 
alize sometimes that a man out of education will come in and 
solve that problem in the inimitable way in which one of the 
members of this association has done, we know that we are only 
at the beginning of the solution of the human relations prob- 
lem in business. Here is a supreme demand placed upon the 
graduate to justify his training. Normally your graduates are of 
the highest quality of young American citizenship, and true to 
the ideals which you have inspired in them, they will make con- 
tributions to the problem of human relationships, bringing about 
continuous improvement and ultimate solution. As Mr. Donald 
says these problems must be attacked in the scientific spirit. 

Now I detect, I am sure, throughout business and industry, 
an increasing demand for men with the character of training 
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that you are giving to your students. We must have young 
men trained in the fundamental techniques of business. We 
do need men who are able to come in and help develop that 
most important tool of management—statistical control. This is 
an art and a science in itself. We must have men who can attack 
these great problems of distribution and have a fundamental 
knowledge of how they should be solved. What a tremendous 
field there is in this growing concentration of finance; men must 
know the fundamentals of the banking problem. The more train- 
ing they get and the more appreciation they have of fundamen- 
tals, the more rapid progress they will make and the more ability 
they will show in comprehending the enormity of the problem of 
the distribution of wealth. So I have no quarrel with the items in 
the curricula of your colleges of business today, except that I feel 
there can be improvements made and perhaps the training might 
be of a more fundamental character. We can capitalize on all the 
things that you teach. We have urgent need in certain fields of 
business for men coming to us already trained. 

But, gentlemen, we in industry who are employing college 
men are not employing them for the job that is available for them 
today. We are employing men specifically for a period ten and 
fifteen years after they have come to us as graduates. In our 
conscious selection of college men, we are employing them for 
leadership. We expect to be able to train them for leadership in 
ten to fifteen years. We expect them to take over and run the 
business fifteen, twenty, and thirty years hence. And therefore, 
I think I may say with the endorsement of all enlightened busi- 
ness men, that the thing we need more than anything else in busi- 
ness is the kind of leadership which is true statesmanship. 

We want the young man coming to us, during the whole time 
that he is going through the gruelling grind of routine and mo- 
notony and laying the foundations for his future responsibilities, 
to attack every problem in a thoughtful way; to consider what is 
the best way, in the light of his educational experience, for doing 
that job better and improving the technique, no matter how nar- 
row is the thing it is his lot to carry on. We want him at the very 
beginning to relate the little job he has to do with those of his 
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associates and of his superiors so that he will grow in stature. 
Then when responsibility comes to him he will have the power, 
the vision, the ability, and the capacity to do his particular job 
in management better than it has ever been done before. Because 
that is what must be in industry; every job must be done better 
than it has ever been done before. And when he comes to that 
period fifteen years hence, when he has gone through his novi- 
tiate and has emerged into an executive position, he will know 
what to do with these serious problems which we all know are 
facing us and on the solution of which rest the rise or fall of our 
present industrial civilization. 

There is this tremendous problem of co-ordination. You all 
know, of course, that many of the faults that lie in industry and 
business are due to the lack of co-ordination—lack of co-ordina- 
tion in the oil industry, in the coal industry; the almost hopeless 
situation, through lack of co-ordination, in the textile industry; 
and what shall we say about the lack of co-ordination in agricul- 
ture? This problem of co-ordination requires the highest order 
of economic statesmanship which will concentrate on giving 
service rather than making high profits. I think we will all agree 
that the most important single problem which is now facing us, 
and one which is eating into the vitals of our social organism, is 
unemployment. Is there no scheme of national co-ordination 
which will insure to every man or woman who is willing to work 
the opportunity to contribute to productive effort? The time 
should come when a young man graduating from college will not 
be forced to go seeking for a job, but will simply have to inquire 
“Where is it?” It seems almost inconceivable in this rich coun- 
try overflowing with resources that we should have a desperate 
situation of unemployment. 

This is the plea I make to you as the outstanding one—to send 
your graduates into the world with a sense of responsibility for 
our social order, and with a consciousness that they are equipped 
to make a contribution to the solution of these problems which 
are threatening our civilization. 

I have come here to make a novel suggestion. I am breaking 
away now from generalities. 1 have probably been throwing out 
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my chest and talking platitudes and dogmas to you. You want 
to know what industry expects of the graduate of the collegiate 
school of business. I will say that I cannot answer you except in 
generalities which I have now covered. But I have an idea of how 
you can find out through a rather large research problem. Per- 
haps I am going to suggest something that has been in the minds 
of all of you, and perhaps some of you have tried it already, and 
have not found it a success. But the value of your training of 
men in collegiate education for business is manifested in their 
performance. You want to know how they perform, how they re- 
act to their new environment, and whether they respond correct- 
ly to the stimuli that come to them in meeting the problems of 
business. And performance after all is the only test. Wouldn’t 
the simple solution be to ask them how they perform; what they 
actually do in business? 

To become more practical, would it be feasible for you to or- 
ganize in each collegiate school of business a committee? That 
committee would prepare a list of graduates from its institu- 
tion, graduates of five years’ service, of ten years’ service, and 
of fifteen years’ service—a selected list, not necessarily large. If 
you consider that a dozen good reports from men in each of those 
year periods would give you a good basis for study, send out that 
number of questionnaires—a terrible word to use for it isn’t a 
questionnaire. Perhaps it would be necessary to double the num- 
ber to secure twelve reports in each group. 

Ask each one of them to keep a diary or record of performance 
over a definite specified period, perhaps a month, indicating in 
detail everything he has done each day. It would be necessary, 
of course, to give them some specific instructions in order to in- 
sure that the reports would not be superficial. For instance, it 
would not be necessary for a man to report that he dictated to his 
stenographer between the hours of nine and ten; but it would be 
important for him to put down the salient things in his corre- 
spondence which called for decision. He should make record of 
the problems he had before him each day and how he solved 
them; and if he was in conference with his customers, what the 
subject was, how they reasoned it out, and what conclusions they 
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came to, and that sort of thing. In the body of information re- 
ceived, I feel there would be evidence of performance that could 
be translated by the committee into something fundamental in 
its bearing on the kind of education and training that you should 
give to your students. It might confirm you in the fundamental 
character and soundness of your curriculum. It might, on the 
other hand, indicate weaknesses. 

To carry out the administrative effort, let each committee in 
each institution take this material (there may be a hundred pages 
of diary in each report) abstract it, analyze it, reduce it to its 
fundamentals, seek only for the fundamentals. From the digest 
and conclusions make what you might call a job specification for 
the position of each graduate reporting; then relate this funda- 
mental information to your curriculum and see if you actually 
prepared the men for these positions. The chairman of each com- 
mittee would send to the Research Committee of this Association 
a complete report of its work. This committee would make fur- 
ther overall analyses, draw conclusions and publish the results. 

I believe that a measure of performance is, after all, the only 
valid way in which we can come to an appreciation of values in 
human conduct, because performance is the response to stimuli 
at the moment when they occur. If you secure a record of this 
kind, it seems to me it would be something almost absolutely new 
as a means of evaluating the work you have done and what you 
may do. 

I have given considerable thought to this proposal and can 
only sketch it briefly here. I just want to say that if you want to 
try this plan, I shall be glad to help work out the details, if you 
feel that I can be of service. 

I had the courage to suggest this procedure to you because of 
the intense interest which you have in the matter of research, as 
indicated by the reports which I try to get as they are issued. 
That you are keen in the field of determining the basic funda- 
mentals of business is shown by these reports. I happened to 
bring with me your last report, and the number of projects which 
have been completed is impressive, and the number that you 
have under way is more impressive. It indicates the progressive 
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character of your thinking and your willingness to branch out 
into new fields of endeavor, and of new educational determina- 
tions of the right road of progress to follow. 

A concluding word about what business expects of the gradu- 
ate of the colleges of business: that he come to us with his objec- 
tives in life clearly defined; that out of the four years’ training 
or the two years of graduate work he has developed within him- 
self the tools that enable him to make definite contribution to the 
technique of business; and that through your training he has 
obtained a breadth of vision which industry should encourage in 
continuance of development, until he can take the statesmanlike 
attitude I have referred to in contributing to the solution of the 
vexing, tremendous problems that are facing our industrial civili- 
zation today. 
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SUMMARY OF ADDRESS 


HE occupation which a youth is to follow for a livelihood 
is a matter of paramount interest to him. 

It is of paramount importance in the conduct of the 
school system to know for what occupations young people are to 
be prepared. 

It is not enough to know the qualifications necessary for the 
various bread-winning occupations or to know by means of tests 
or otherwise for what occupations various individuals are quali- 
fied. 

It is necessary for the school and for the students to know as 
well as possible the future demand and supply in the occupation 
market. If, as is true in some cases, an occupation is already 
much overcrowded, students should be warned in time against 
making preparation costly in time and money which must end in 
disappointment. Also students should know of occupations which 
are undermanned, where their opportunities are therefore likely 
to be good. 

For illustration, we have from the American Library Associa- 
tion statistics which show the numbers of graduates from each 
of the standard library schools who were employed in libraries 
in each year from 1926 to 1929. There appears to be a rapidly 
increasing demand for trained librarians. If this appearance 
should be substantiated, it would be a fact of great importance 
to all institutions which consider establishing library training 
and to all young people who consider library work as a career. 

The same need exists in the case of all other occupations to 
which college students look forward. A committee of the Asso- 
ciation of State Universities is diligently engaged in securing 
adequate information along these lines and solicits co-operation 
from every competent source. 





A PERSONNEL SYSTEM IN A SCHOOL 
OF COMMERCE 


DR. DELTON T. HOWARD 
Northwestern University 


Prsnesen EL work is grounded on three psychological as- 


sumptions, which may be briefly stated as follows: (1) 

human individuals differ from one another in their nature 
and acquired traits and dispositions, and these differences are sig- 
nificant factors in their personal development and social relation- 
ships; (2) people tend to exercise themselves along the lines of 
their strongest capacities, so far as they can judge their own tal- 
ents by the effects resulting from their employment; (3) society 
requires individuals of varied abilities to carry on its varied oper- 
ations, is enriched in proportion as its members do the kind of 
work they are able to do best, and is impoverished to the degree 
that they perform tasks for which they are unsuited by ability or 
disposition. 

Time does not permit us to elaborate upon these principles nor 
would it be worth while in a brief paper to attempt to justify 
them. Let us assume that they are sound. How do they bear upon 
our philosophy of education? More specifically, how could the 
educational program of a school of commerce be affected by ac- 
cepting them as directive principles? 

Our universities today offer many different curricula in many 
different schools. These curricula have differing objectives. How 
is the high-school student to decide what course of training will 
suit him best? Is it improper to raise the question? Is it futile? 
Or is it, as the personnel worker assumes, an issue that the con- 
scientious educator should boldly face and find means to meet? 

A school of commerce offers training and education of a kind 
differing materially from that provided by other schools. Special 
information is imparted, special skills are developed. In view of 
the significance of individual differences it is a fair presumption 
that certain persons will profit by a commerce training, and that 
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others will secure little benefit from it. Under a complete per- 
sonnel program the school of commerce would select its entrants 
with an eye to the kind of training it has to offer. The admissions 
office should be a place of searching and testing and trying, where 
individual differences are estimated and weighed, where personal 
traits and characteristics are reckoned with in judging an indi- 
vidual’s fitness for a business career. 

I am well aware that all sorts of arguments can be adduced to 
show that this careful sifting of student material would be futile, 
or unnecessary, or impolitic. In the field of opinion one man’s 
guess is as good as another’s. The personnel worker urges the 
probability of successful selection based on previous attempts of 
a similar nature, and holds that simple duty requires us to make 
the experiment. 

Let means be set up whereby the admissions office may secure 
factual information about each applicant for admission. These 
facts should concern the student’s education, scholarship, social 
background, work experience, hobbies, activities, financial sta- 
tus, and the like. An attempt should be made to secure data as 
objective as possible. Tests may be given. High-school advisers 
may be consulted in many cases concerning the traits and abili- 
ties of applicants. As time goes on we may depend upon the high 
school for constantly better and more detailed information. 

Some individual differences are obvious to everybody. Some 
are easily apparent to persons experienced in dealing with people. 
Some can be detected only by means of special tests such as our 
psychologists have devised. Let us use all the knowledge we can 
secure about the individual in deciding whether he ought to un- 
dertake a course in commerce. Let us combine common-sense 
and science in making our estimate. In the beginning the admis- 
sions office must proceed tentatively and experimentally. Care- 
ful study will presently show that factor A is significant, or that 
a combination of factors C, D, and E is of predictive value. It 
will be discovered that students of a certain characterizable type 
will enjoy the work in commerce and profit by it. Persons of 
other types, it will be found, will do better in other schools. Little 
by little the work of selection can be improved, until it finally be- 
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comes accurate enough to be highly profitable for students and 
school alike. My own experience with these processes leads me to 
believe strongly that such a program of selection for a school of 
commerce is entirely practicable. 

Permit me, by way of illustration, to cite our experience in 
selecting applicants for Austin Scholarships at Northwestern. 
These pay $650 per annum and are designed to train men for 
executive work in the field of business. We selected ten scholars 
last year and will select ten more this year from several hundred 
applicants. We are in a position, of course, to do a careful job of 
selection. On the other hand, we are required to do an unusually 
discriminating piece of work. We find that it is possible for us to 
pick out men who possess in the highest degree the qualities 
which we demand in Austin scholars. Scholastic record, intellec- 
tual interests, intelligence quotient, leadership ability, ability to 
speak and write, popularity, initiative, physique, and similar 
capabilities can be rated with a fair degree of accuracy. If any of 
you could study the methods by which these selections are made, 
it would be immediately apparent why our judgments should be 
accurate within the limits imposed upon us. What we are doing 
under ideal conditions any Admissions Office can do in a more 
limited way. Many colleges are already started on such a pro- 
gram, including the school of commerce at Northwestern. 

Once our students are admitted to the school, we have the more 
difficult task of providing for each and every individual the best 
training that our facilities permit. Educational traditions move 
like glaciers and resist erosion like granite. Let me assume, how- 
ever, a faculty willing to consider the importance of individual 
differences as affecting educational programs and the more obvi- 
ous implications of modern psychology. What modifications of 
our educational procedure would be called for? 

Wecan not “pour all our students through the neck of the same 
bottle.” That, from a personnel point of view, would be a return 
to the dark ages. All schools at present provide for elasticity in 
the educational program to accommodate students of varying in- 
terests and objectives. But who is to major in accounting, or mar- 
keting, or advertising, or finance? What kind of educational 
advice do we now offer, and on what information is our advice 
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rendered? Educational advice based on personnel data is called 
for. A well-regulated personnel system is indispensable to sound 
advisory work. In the work of selection and admission, let us as- 
sume, many important facts about the individual student have 
been accumulated. Tests and examinations may be given in addi- 
tion in order to determine the student’s level of achievement in 
different subjects. Other instruments, such as Strong’s vocational 
interests tests, will presently be in workable form. In registering 
beginners in the school, much information can be made available. 

A regular board of advisers would be required for this work. 
Adequate advisory work would take time and involve some ex- 
pense. Is the student not entitled to the best educational guid- 
ance the school can give him? Why should advisory work be 
taken any less seriously than the work of instruction? There 
should be a regular board of advisers so that certain men of the 
faculty can be assigned to advisory work as a regular part of their 
duty, and become acquainted with the techniques required for 
the best sort of performance. Our assumption is that the advisers 
will work systematically with objective data and will not depend 
upon snap judgments or play their prejudices and opinions. 

An adequate system of advisory work would make possible a 
complete revision of our present methods of assigning programs 
of study to students. The faculty of the school should give its 
board of advisers power to assign to each student the courses of 
study that seem best suited to his needs. This would permit a 
flexibility not at all attainable under our present system of pre- 
scribed courses. It is assumed that the faculty would receive re- 
ports at regular intervals from its board, and would co-operate in 
discussing the courses best suited for the attainment of educa- 
tional objectives. At the same time leeway would be provided 
for departures from standard programs to accommodate special 
cases. The Board should, in fact, be given the widest latitude in 
the selection of courses. Individual differences could thus be 
taken into account, and the full resources of the curriculum made 
available for each student in accordance with his needs. 

Adequate advisory work cannot be done in haste. The system 
that I am proposing would involve time and expense. Let me sug- 
gest more definitely what would be required under a minimum 
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program. Advisory conferences should be long enough to permit 
a careful consideration of all the conditions affecting the student’s 
work. One Freshman adviser might interview six students a day, 
provided the personnel office took care of his clerical work and 
assisted him in evaluating the information available about each 
student. At this rate it would take ten advisers five days to regis- 
ter three hundred students. One week devoted to advisory work 
for new students is not excessive for the work required, but, in ad- 
dition, each adviser should have his teaching schedule reduced to 
a point where he could consult regularly with his advisees con- 
cerning the progress of their work. Time should also be provided 
for regular meetings of the board. If the advisers are to make 
their work a major duty instead of an incidental nuisance, they 
may be expected to check regularly on the results of their work, 
to confer on doubtful cases, and to seek more efficient methods of 
procedure. All this takes time. 

Programs for upper-class students can be made out in the 
spring, so that the fall conferences may be greatly abbreviated. 
One day should suffice for the work, provided the students have 
been carefully followed in their previous work. The assistance of 
the personnel office must be presupposed, if information about 
each student is to be made available for upper-class advisers. 
Each adviser, of course, is in turn expected to accumulate data 
and make notes on his special charges, to be kept as a part of the 
permanent personnel record maintained by the Personnel Office. 

So much for educational advice and counsel. Outside the class- 
room there is the campus life and its activities, very important for 
the personal development of each student. At present the influ- 
ences which most affect the student’s other-than-intellectual de- 
velopment are only nominally under faculty control. Modern 
psychology is pressing upon us rather strongly, in these days, the 
importance of emotional and volitional and temperamental traits 
as influencing men’s life and work. Sooner or later we must seri- 
ously ask ourselves whether the environment provided for our 
students is what it ought to be from the point of view of their per- 
sonal development. We are quite ignorant, at present, of the real 
forces and influences at work on the campus. In the meantime 
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there are some things that we can do and ought to do in the matter 
of campus activities. 

From the point of view of educational advice alone it is im- 
portant to know what work the student does for a living, what 
activities he engages in, what clubs he belongs to, what society he 
cultivates. At Northwestern we keep a systematic record of stu- 
dent activities. Reports on members and activities are received 
from all campus organizations, and information is obtained from 
college publications. We have additional information from our 
bureaus of employment and loans. Scholarships and prizes are 
entered on our records. Information about the students’ health 
is obtained from the medical service departments. We attempt in 
this fashion to maintain a record for each student containing all 
of the significant information obtainable about him. 

But, in addition, the personnel department must have direct 
contact with students through interviews. These interviews are 
to be independent of the interviews by faculty advisers. 

The personnel department must co-ordinate all of the services 
and facilities provided by the university for students. It must be 
in a position to place any of these resources at the student’s dis- 
posal, in accordance with his needs. All agencies concerned with 
employment, finance, housing, health, mental hygiene, speech 
correction, social and religious welfare, and the like, must be 
made available to the student through the personnel office. 

The primary purpose of the personnel office interviews is to as- 
sist the student in matters pertaining to his adjustment to college 
life and affairs. We have already noted that the office keeps a per- 
manent record of information and that it co-ordinates the institu- 
tion’s service agencies. The objective in the personal interview is 
to discover whether the student is satisfactorily placed and ad- 
justed, and if not, to do whatever can be done to assist him in 
solving his problem. At Northwestern we take a very utilitarian 
view of these interviews. The problems that confront most stu- 
dents who are troubled are concrete and tangible: problems 
about finance, housing, activities, and the like. Our question al- 
ways is, “What specifically, can we do about it?” We find that 
inspirational talks do not help very materially, although they 
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may at times provide a spiritual tonic. We are willing to discuss 
any problem that a student desires to bring up. We invite the stu- 
dent’s confidence. But we want to do something definite, if pos- 
sible, in each case that is presented. 

We find that young people just graduated from college make 
the best interviewers. They talk the student’s own dialect. They 
know the campus and the life of the campus. They have valuable 
contacts with student leaders. We could not get along without 
them. 

A typical personnel interview will take from twenty minutes to 
half an hour. In some cases interviews may take an hour or more. 
Through the interview certain standard items of information are 
gathered, and for the rest the conversation is entirely informal. 
Natural and easy personal contact is the ideal to be held in mind. 
We choose for our interviewing staff young people of good per- 
sonal appearance and sociable disposition. 

All new students should be interviewed early in the year. It is 
possible through the admissions reports, to learn what students 
are most likely to need special attention. They should be seen 
first, in order that everything possible may be done to see them 
off to a good start. Students whose affairs seem not so urgent may 
be interviewed later. The interviewing of new students should be 
completed before mid-semester. The majority of students in the 
school will presumably be normally situated and will present no 
special problems. Nothing can be done for them except to ac- 
quaint them with the work of the office and invite them to make 
use of its facilities as occasion may arise. 

Follow-up cards must be kept for all students requiring special 
attention. The people should be called into the office as fre- 
quently as the case demands. No mere routine will suffice here. 
Upper-classmen need not be interviewed, except follow-up cases, 
probationers, and students who voluntarily call for advice or as- 
sistance. 

It is scarcely necessary to say that the efficiency of this kind of 
work we have just been reviewing depends in large measure upon 
the spirit that animates it and the social intelligence that guides 
it. For my own part I would not attempt such a program without 
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the help of recent graduates of fine social bearing and social sense. 
They know, better than any member of the faculty can know, the 
subtle nuances of student attitude and opinion. 

The personnel office should at all times carry on studies relat- 
ing to the composition of the student body, to turnover, social 
organizations and the like. Studies should be made of grades 
given and experiments conducted in the field of standardized 
achievement tests. New instruments for measuring intelligence, 
aptitude, interest, and achievement should be experimented with. 
The administration should be kept informed about the state of 
affairs on the campus, and about any drifts or tendencies affect- 
ing the affairs of the school. Contact should be maintained with 
student organizations, to which intelligent service may be ren- 
dered. At Northwestern the personnel office works in close con- 
tact with the board of supervision of student activities, with the 
board of publications, with the director of dramatic activities, 
and with all organizations fostering wholesome student enter- 
prises. Possibilities in the fields are endless, and I can only sug- 
gest a few of the things to be done. 

The personnel record cards should be used wherever issues 
concerning students are to be settled. Should the student have a 
loan? We must have reliable information about him before a de- 
cision can be made. The committee on scholarship, in dealing 
with scholarships that take need into account, must have reliable 
information about applicants. The committee on probation stu- 
dents deciding whether a student may continue in college, needs 
to take all the student’s circumstances into account, so far as pos- 
sible. Many faculty committees can make good use of the in- 
formation supplied by the personnel record cards. 

Finally, there is the matter of vocational guidance and place- 
ment. I presume that I need not elaborate upon the importance 
of this theme, nor write an apology to justify it as an educational 
concern. We are interested in what our graduates do in the field 
of business. We want our men to be well placed, each in the kind 
of position that he can fill to best advantage to himself and to 
society. It is a familiar fact that college men frequently waste 
their early postgraduate years in aimless wandering from job to 
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job, trying to find the kind of work in which they think they can 
succeed. The need for intelligent and careful placement work has 
become all too apparent, and even our more conservative schools 
are appointing men to have charge of vocational counsel and 
placement work. We secured the services of a director of place- 
ment at Northwestern this year, a man with many years of suc- 
cessful business experience behind him, and are just fairly started 
on what promises to be a most interesting adventure in a new 
field. 

Nobody can tell a young man precisely what work he is fitted 
to do. No experienced person well acquainted with a young man, 
can fail to see that he will succeed better in some fields than in 
others. Some individual traits and peculiarities are inescapable. 
Weare not prepared to give minute vocational advice, but we are 
in a position to do a work genuinely helpful and sensible. 

The director of placement, or vocational counselor, should be- 
gin to get acquainted with his men not later than the junior year. 
It is good for students to begin early to think of their life’s work, 
to plan for the future. It is good for them to get acquainted with 
occupations. Vocational information is as instructive in itself as 
any other kind of information. The curriculum of a school of 
commerce is in itself quite informative regarding the work to be 
done in the field of business, but the information is general rather 
than specific. Let vocational information of a detailed kind be 
added. 

The director of placement can talk with his men, get their 
views, give them positive information and wholesome advice. In 
these contacts he will be greatly assisted by the information that 
has been collected by the personnel office. Looking over the stu- 
dent’s record of scholarship, work, and activities, he may get a 
great many hints and cues that will help him in his interview. He 
may assist himself in his analysis by reference to various tests 
and vocational scales that are now being developed. He will use 
all the information supplied by advisers, instructors, personnel 
interviewers, and the personnel records, in estimating the inter- 
ests and capacities of the men he is to place. In this he will havea 
great advantage over the corporation representative who hires 
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men on the basis of a two-minute look at a record-card and a 
fifteen-minute interview. Working with objective data in an im- 
partial spirit, the director of placement should be able to render 
a genuinely helpful service to the students whom he serves. 

And now I fear it may appear as if the admissions officer, the 
faculty adviser, the personnel interviewer, and the placement of- 
ficer, worked in relative independence of each other, or as if the 
functions they served were separate and distinct. When the work 
is properly organized, the personnel officer is the connecting link 
between these various agents, and his records are the means 
whereby the knowledge gained by one department reinforces the 
work done by the others. We conceive a system of education in 
which individual differences count from first to last, from selec- 
tion for admission to placement in a job. Nowhere has it been 
argued that education should be narrowly specialized or training 
confined to definite, specific skills. Our aim is to develop the indi- 
vidual as an individual; drawing him out along the line of his 
natural powers, strengthening his weaknesses, in accordance with 
his peculiar needs. This program is psychological rather than 


logical. The general conception of education and training that I 
have advanced is everywhere gaining strength. It is natural, fea- 
sible, and above all ethical and human. I recommend it to your 
careful consideration. 


DISCUSSION 


DEAN Henry F. Grapby: 

Mr. Chairman: I am sure that you have all been impressed as I was by 
Dr. Howard’s paper. I feel that Northwestern has pioneered in this field as 
it has in others and I personally am convinced that in a few years all large 
schools of business will be equipped with personnel departments. 

I think most of us have felt the necessity of a department of this kind. 
The pressure has come to us in various ways, and I believe that if we will 
group together sections of our own commerce organizations and sections of 
organizations of other offices on our campuses that we will find we are ap- 
proximating the work that is being done by the personnel department under 
Dr. Howard. We are approximating it in an awkward and haphazard manner. 
I find, for example, that part of it is being done in the undergraduate division 
office, part by the dean of men and part by several more or less spontaneous 
movements that have started on the campus; some is done by my own office 
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and by my personal efforts. But I am conscious of the great lack of co- 
ordinated effort along these lines in our own University and of the inadequacy 
of our vocational direction of our students. 

I might just mention what we are trying to accomplish along the lines in- 
dicated in Dr. Howard’s paper and which, I am sure, is being done so much 
better at Northwestern. We have a mentor system for the Freshmen. When 
they register they are taken care of by our honor societies in commerce, Beta 
Gamma Sigma for the men and Gamma Epsilon Pi for the women. About 
twenty-five of the mentors, our best students, undertake the direction of our 
incoming commerce Freshmen. They give a good part of the first week’s time 
to advising the Freshmen who amount ordinarily to about 200. The mentors 
are carefully instructed as to their duties and multigraphed sheets are given 
them containing rules and regulations. I give some time to conferring with 
them before they are given these duties, instructing them as to what is ex- 
pected of them and they undertake the job with a good deal of enthusiasm. 
The matter stops there so far as the efforts of the dean’s office are concerned. 
But these honor societies have felt that there was more to be done and they 
have recently, with the co-operation of similar groups in other colleges of 
the university, set up a Freshman advisory bureau. This bureau assigns Sen- 
iors to Freshmen who are having difficulties in their studies. The trouble is 
that the Freshman in difficulty hesitates to come to such a bureau and have 
someone assigned to aid him. It is not working out particularly well, although 
the faculty have given it every encouragement. 

We see also the necessity of more comprehensive personnel work from 
the standpoint of the student selecting his major within the general scope of 
our commerce curriculum. I suppose selection is now determined largely by 
what the student considers the opportunities in the field and also by 
the success his fraternity brothers have had in getting placed in this or that 
particular line of activity; some are influenced by the type of man who is 
giving the work in, say, banking, or in business administration, or some other 
field. The opportunities for placement have a great deal to do with selection 
without special regard to qualifications. 

Then too we have found the necessity of considering the problem of those 
students who are falling behind—those who are on probation. The recorder 
of the faculties has prepared a rather elaborate questionnaire which is to be 
filled out each semester by instructors who are asked to check many ques- 
tions that must be standard data in a properly constituted personnel depart- 
ment. The questions listed are such as ““What are the student’s campus activ- 
ities?” ‘What outside work is he doing?” You can see how this method 
misses effectiveness. An instructor with one hundred students in his class 
does not know how much time this particular man or woman is giving to 
publication work, to managing the football team, or other campus activities. 
A personnel department would have all the data in its possession, and could 
render intelligent advisory service. 
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When representatives of business come to us to seek our graduates in the 
later part of the Senior year, I find that they have definite test questions by 
which they can judge these young men and women, and decide whether they 
are adapted to their particular line of work. We are not in a position to give 
them adequate co-operation. They have to do a job that should have been 
done by the college for them. If business is going into the personnel problem 
in such a thoroughgoing way, why should we be turning out our students 
without any reference to their aptitude for particular careers. We have gone 
to a great deal of trouble to prepare our curricula; we have set up machinery 
for registration and graduation, but an important link in the chain of prepara- 
tion is lacking. It is a good deal like industries in years past who worked out 
their production problems without much attention to the adaptability of per- 
sonnel. When it comes to the placement of our graduates I have no data upon 
which to go except what I get from interviews with the students concerned. 
A short interview or several interviews does not enable me to tell whether a 
student will succeed in this particular line or some other line. So it seems to 
me that the suggestions in Dr. Howard’s paper are extremely timely and that 
if his plan works in the larger colleges it is going to overcome many of the 
difficulties suggested by Mr. Donald last night. 

It seems to me that this will be one of the most practical ways of bridging 
the gap between the college and business. We will be giving that sort of 
co-operation that business has a right to expect from us in preparing students 
for business careers. 


Proressor THoMAS A. Bupp: 

It has been a long while since I have heard and read a paper so concise and 
yet so full of details as Dr. Howard’s this morning. Personnel work, in my 
own case, overcame me without my knowledge and before I knew about it 
I was a personnel officer. It is good to hear of similar experiences and to 
have them co-ordinated for one and I wish to thank Dr. Howard for his pres- 
entation. 

Many of us are evolving personnel departments with the realization that 
we are accomplishing much in this wide and important field. In my own ex- 
perience I started as a registrar with the object of revising the records in the 
dean’s office. He (Dean Emory R. Johnson) found a system which had been 
arranged originally for about 300 students. Shortly after the war the Whar- 
ton School had 2,900 students and there had been no change of system. The 
Dean asked me to take charge of the office and give him a working system. 
This I attempted to do and changed the system entirely, eliminating the 
advisers. Inside of a year and a half the organization began to work so effec- 
tively that extra time was given me for something else. Since in registration 
matters I worked with the students I naturally increased my contact with 
them. From that time my personal relationship with individual students in- 
creased. 
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It was not long after that that the Dean established a special department 
of student personnel, and my work of registrar was combined with the place- 
ment of Seniors in business positions. This work you will understand is with 
students of the Wharton School only. At the University of Pennsylvania we 
have very much the same type of organization that exists at the University of 
California, if I understand Dean Grady’s description correctly. We do not 
have centralization in all parts or functions of the university. One function is 
performed here and another there and while some things may need co-ordina- 
tion we seem to get along finely upon a plan partly of co-ordination and partly 
of disintegration. We have essentially local or departmental organization, but 
the peculiar thing is this: there is centralized control at the time the student 
enters the university and at the time he leaves the university—that is: in 
admission and in placement. In the span of years between, it seems to be a 
case of “every department for itself.” 

Thus the department of student personnel in the Wharton School has 
grown more rapidly than the personnel work in some of the other depart- 
ments and its organization is much more detailed. The college of arts and 
science has a personnel officer and a stenographer, the school of education 
handles its personnel work through the dean, and the same plan is used in the 
engineering schools. In my office I have two assistants and a large clerical 
force. This staff is necessary as I keep records of all students monthly. The 
Wharton School organization is the oldest of those which I have named. I 
must keep the organization at the University of Pennsylvania in the back- 
ground of my mind because that which I wish to tell you must be general 
rather than specific. 

About ten years ago I wrote an article upon some phases of college admin- 
istration, and I made a very specific statement in that article—that under no 
circumstances should the curriculum of a college course be changed in order 
to accommodate administrative details. As I progress in personnel work and 
as I investigate further into the activities and plans and problems of individ- 
ual students, and as I meet the representatives of big business, I am beginning 
to doubt whether that statement was entirely correct. I have seen many cases 
in which students have come to me with a certain objective, let us take 
for example banking. We have a somewhat rigid curriculum after our 
Freshman year in our specified groups of studies. These boys will say, ‘““We 
want the banking course, but there are other things which we wish to 
take rather than the specifications.” Of course there are electives but fre- 
quently a student for a good and sufficient reason desires to deviate 
from the requirements. Under the old advisory system the student would 
undoubtedly find an adviser who would approve any course and the matter 
would stand until the Senior year when someone would finally be forced to 
approve a creditable action or an error made four years before. Happily, we 
have a board which acts upon this type of problem, a board of specialists. 
Frequently, however, the director of personnel will be called upon for a rec- 
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ommendation and his influence gradually molds opinions so that eventually 
the type of training recognized by the business man and by the student, who 
may have an interpretative mind, appears in the curriculum, not by action 
probably but by custom. The director of personnel, by becoming acquainted 
through his talks with students, usually knows the weak and the strong spots 
in the courses offered and in a study of the curriculum a consultation with 
him may be necessary in order to obtain complete details. Therefore I be- 
lieve that the growth and advancement of personnel work will have a marked 
effect upon the curricula of schools in the future. 

Dr. Howard has given us an ideal type of personnel department. I wish 
I could work mine upon his basis, but I find some troubles in so far as my 
work is concerned and I think you will find the same troubles in many cases. 
If Dr. Howard is able to place in effect everything he has outlined this morn- 
ing, he is a very fortunate man indeed, and Northwestern University is a very 
fortunate institution. 

In the first place, can we use guidance in the admission of students to 
schools of commerce? In universities that have prominent schools of com- 
merce, I think it is usually the fact that most of the applicants for entrance 
have a particular idea that they want a certain type of education. If they 
want training in finance, or insurance, or economics in general they do not 
want anything else and they will not consider other types of courses, even if 
they should have different training. As long as the number of applicants for 
work in commerce is greater than those for other types of training it seems to 
be an impossibility to guide particular students from one course to another. 
If this is attempted the students will simply apply to a school of commerce at 
another university. Personnel work, it seems to me, should take the problem 
of guidance after the students are admitted. I have, personally, sent students 
from the Wharton School to the fine arts department, to the school of edu- 
cation, and the college of arts and science because they have been misfits. In 
turn, we have received students from each of these courses because of the 
same reason. 

Dr. Howard is entirely correct in his statement that there should be ad- 
visory work and that the work should be regulated. This is one of the hardest 
problems we have had to face. How to regulate the advisory work in a proper 
manner is probably a great problem with you all. I have told you that we 
abolished the advisers in the Wharton School nearly ten years ago. We elimi- 
nated them and substituted a group of twelve men selected from our faculty. 
These men were selected because they possessed two attributes: first, they 
had the greatest influence upon the student, and second, they knew the details 
of administration. These twelve men were permitted to organize, they were 
given the rules and regulations and advised to proceed. The normal student 
problems were handled by me and my assistants, and the board of advisers 
(the enrollment board) acted upon requests for waiver of requirements and 
also acted upon students’ courses in an advisory manner. At first little im- 
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provement was noted and the time for graduation came each year with many 
errors of omission of requirements caused by poor advisory work. After 
seven years experience this board is functioning in such a manner that this 
June out of about 450 candidates for degrees only six have failed to fulfill 
requirements, with the exception of course of failures in courses. 

But I have still further a problem which must be solved. We are taking care 
of special cases almost entirely, and these cases are mostly those of poor stu- 
dents. I do not believe that a system is good that is organized for a particular 
class. I think we have as much responsibility for the good students as we 
have for the poor ones and for that large group, the average. I am hoping 
later in the year to be able to place before Dean Johnson a system which will 
include every student in the Freshman and Sophomore years and which will 
include every possible detail of their college careers. This will necessitate an 
enlargement of the personnel wor particularly in the number of persons en- 
gaged in it. I am hoping that this larger group will be able to do that which, 
because of the limitations of my office, I am unable to do—reach every stu- 
dent individually. I am hoping that, while scholarship will be stressed, the 
work will go farther than that. I want data upon each student as to his life 
outside the classroom, his financial situation, his manner of study, his social 
background, and the manner in which the university can be most helpful to 
him. When these facts are ascertained I want them to be referred to me, or 
to my assistants, in order that help may be given before serious trouble comes. 

The chief obstacle to plans of this kind is to find the proper men to work 
with the students. We have a large faculty and the younger men are very 
busy with their teaching, preparation, and their graduate work. They do not 
like to be taken from the last named since the colleges do not recognize work 
of this kind in lieu of advanced degrees when the promotions are made. Those 
who have passed this stage in their development are busily engaged in per- 
sonal research work or are writing books, and when the senior members of the 
faculty are considered we have men who have lost that contact which Dr. 
Howard mentioned when he said that he liked to have the younger members 
of the faculty for this type of work since they talk the students’ language and 
know their habits. It is therefore a difficult problem to find men who are ex- 
actly suited to personnel work. An excellent instructor does not always make 
an excellent personnel man; an excellent speaker or lecturer may be a poor 
one for individual interviews; and the research type of instructor is usually 
hopeless in this type of work. 

There is one factor in personnel work which Dr. Howard failed to men- 
tion. It is vitally important that the personnel officer have no disciplinary 
work. As soon as a person in charge of personnel becomes involved in the en- 
forcing of discipline he loses his force. Students will not tell their troubles to 
a person who they know may be called upon to take official action upon the 
very things which they have done and about which they want advice. If the 
official disciplinary body asks for information concerning a student action 
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which has become known to that body, the personnel office should give com- 
plete co-operation but the action should never arise in the personnel office. 
The hardest and yet the most satisfactory work of personnel departments 
arises in learning the real causes underlying student problems. The most dif- 
ficult information to obtain is that which is frequently of the greatest im- 
portance. Boys do not want to talk about personal finances, about domestic 
troubles, including both youthful marriages and the divorce of parents. The 
person who is able to obtain such information and give advice is indeed rare, 
but when one is found he gains the students’ hearts and after that most of the 
work is play. 

I do not want to proceed at any length because there may be others who 
will wish to speak and I know we have a luncheon engagement. I do, how- 
ever, want to summarize my personal views, many of which will be the same 
as Dr. Howard’s upon this important subject. First, a personnel department 
is absolutely essential to a college of commerce, to a college of arts and sci- 
ence, to an engineering college, or, in short, to any organized type of college. 
We have passed the time in our educational program when we can be satisfied 
with providing students with excellent instruction and nothing more. We 
must analyze them and guide them through their courses of study and when 
that is over provide them with a position in the business world which is a 
proper one for them. If the college or university does not do these things, it 
is not performing its highest service. I believe that the time is rapidly ap- 
proaching when one of the chief attractions of a college of commerce will be 
its personnel work and the final placement of its graduates in business. To- 
day in my office there are probably three or four representatives of large and 
small businesses who are examining students whom we have referred to them. 
The placement work is handled from a genera! office but my department 
handles the details. We have made it a policy to place before the representa- 
tives of business only students who we believe will measure to the positions 
open. A student must prove his worth to us before he interviews a prospec- 
tive employer, and in order to prove his worth his record for eight years must 
pass muster. We considered it a great compliment to the work of our office 
when one employer recently stated that he had been to eleven colleges pre- 
viously and that in each case he was forced to interview some thirty or fifty 
men; but that at one of the largest colleges of commerce only eight men were 
placed before him. He took complete data upon the entire eight back to his 
company. They were all chosen from some two hundred by the personnel 
department prior to his arrival. 

In addition to the fact that a personnel department is a necessity and that 
it must be of sufficient scope to know its students thoroughly, I want to call 
your attention to one statement made by Dr. Howard in the latter part of his 
paper. Dr. Howard stated that there must be a remedy for every problem. 
This is of vital importance in personnel work. Unless the student is able to 
leave the personnel department with a feeling that something has been ac- 
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complished the department has not fulfilled its purpose. This means rather 
broad powers for the personnel director, but the director will not abuse his 
powers if his faculty is in agreement with him. Ways and means can always 
be found to help a student no matter how stringent the rules and regulations 
may be. The work of the personnel director therefore requires much analysis 
and some imagination. In addition a sense of humor is necessary because if 
everything that takes place in a personnel office were taken as a serious and 
unsolvable difficulty there would be a high turnover in personnel officers. 

And finally, I agree that there should be more or less integration between 
the functions of personnel work, admissions, advisory work, instruction, 
scholastic problems, personal problems, the extra-curricular activities, and 
finally the placement service. The method of integration will differ in ac- 
cordance with the organization of each college, but whatever the organization 
all of the information obtained from various sources should be collected at 
one place. The best place for this collection of data is the personnel office. 

You may not have a personnel department at your college, you may not 
know that you have personnel work; but when you go home, if you will but 
look around carefully, you probably will find that someone has been doing 
this work individually for a long while without your realizing it. The fact has 
probably not been heralded but it has been done in an unorganized manner. 
Take what you find and organize it, await the results and you will not be 
sorry. I leave you with these ideas which come from the East. We have 
heard from the Middle West and from the West, and I regret that we did not 
hear from the South. I think we all agree. 


DEAN WILLIAM R. Gray: 

I have some question as to my fitness to speak on this subject as pinch- 
hitter for Professor Wellman. I came unprepared for any such function. In 
the course of these very able discussions, however, I have jotted down one or 
two suggestions. 

In the first place, I am in the rather fortunate position at Dartmouth in 
being able to draw upon and capitalize the fruits of a personnel department 
which has been in operation for some years and which is being exceedingly 
well handled. I may say that it seems to conform, at least in the major as- 
pects, to the specifications laid down in Dr. Howard’s paper, allowing, of 
course, for those variations that are inevitable in each institution with its 
individual situations and problems, as compared with others. 

One question as to my fitness to discuss this subject arises from the fact 
that, much as I value and highly as I think of the personnel work that has 
been developed at Dartmouth and Northwestern and at various other insti- 
tutions, where I know substantial progress has been made, I have always re- 
served the right to be a heretic at certain points. Although there is a great 
deal of advantage in being able to profit from the organization of personnel 
departments and from all that they supply in the way of facts and judgment 
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and advice, yet I find some comfort in being exempt from the necessity of 
accepting all of the facts and opinions that they are prepared to give in indi- 
vidual cases. In other words, regardless of the excellence of the organization 
and the adequacy of the working program to which that organization sets 
itself, I value very highly the freedom from some of the hazards that may 
come from the mechanization of the personnel function, however well-organ- 
ized, and particularly when well-organized. 

I think you will all agree with me that although it is perfectly easy to get 
the ABC’s of factual information about the students we deal with, the 
things that are most difficult to get at and with which we are most seriously 
concerned, are the X’s in the human equation. It is at this point I frequently 
find that abundant and convincing as the classification of the A B C’s may be, 
it falls short of supplying what is needed at the X point in the eqvation. 

I should say that there is some danger in the growing perfection of the 
personnel mechanism, through the fact that the A B C’s may be taken too 
seriously and be given too much weight in the determination of X’s. Anyone 
who has had experience in dealing with students, when it comes to questions 
regarding decisions as to choice of courses, and particularly when you get to 
the point of assisting them to choose their future work in business, knows 
that too many students are inclined to follow lines of least resistance, if they 
are able to find someone who will take the responsibility of making decisions 
for them. 

Of course, we have done altogether too much of that in the past. And I 
think one of the most hopeful and fruitful effects of the development of just 
such a personnel idea and such an organization as are outlined by Dr. Howard 
is that that sort of thing becomes less of a hazard. Nevertheless, it is always 
present, especially as we have to multiply the number of people who have a 
part in the personnel program. Carefully and wisely as we may develop a 
program, we must recognize the fact that we are dealing with people, with 
equations in which there are many latent factors and many intangibles which, 
after all, may be the determining factors in the answer with which we are 
concerned. 

My heresy, if I may characterize it as such—and that is putting it too 
strongly, for I do not want to be classified as a heretic as to the value of per- 
sonnel work—is that we have much to learn and must adhere to a sense of 
distinction between the words “what” and “why.” It is so easy to tell a boy 
what, and it is so difficult to get from his own thinking the reasons that have 
led up to whatever idea he may have as to what he wants to do. In the midst 
of the machinery of an organization, we are likely to stress too strongly the 
terms advice and guidance. 

It seems to me that the results of our contacts with students, in helping 
them to arrive at their decisions, are likely to depend upon the extent to 
which we assist them in the big job of self-determination of their own prob- 
lems. I think that is being brought out in the work and experiences of most of 





58 ANNUAL PROCEEDINGS 


the personnel departments whose work has been most successful—a greater 
degree of skepticism as to our ability to give students the answer, and a higher 
degree of responsibility for helping them to draw out from their own men- 
talities the why of things. 

Just two other points I should like to mention. I think that, regardless of 
how well organized and how highly developed a personnel department may 
become, it is a grave mistake to yield to the temptation of ignoring the fund 
of information and assistance that lies around the typical school of business 
in the individual members of the faculty. One of the most sure ways of en- 
abling a man not only to get advice or information but to check up his own 
thinking, is to turn him over to one or another specialist in the teaching 
group, who will be able to question him most intelligently regarding his judg- 
ments as to this or that field of business in which he may be interested at 
the time. 

I think it would also be a mistake to assume that the functions of the per- 
sonnel department ought to stop with students. In our case, it is possible to 
follow on, sometimes through a considerable number of years after a man has 
graduated, sometimes at his request and sometimes at our own. Sometimes 
we can be of assistance to him; we can always draw upon him for opinion and 
counse! regarding our own intimate problems. The organization may be made 
increasingly valuable through that follow-up contact, not only as we can be 
of service to the man, but certainly as he may be of service to us. 





ROUND-TABLE CONFERENCES 


SECRETARIAL TRAINING IN SCHOOLS OF BUSINESS 
DEAN EDWARD WIEST, Chairman 


I 


HE approach to the discussion of secretarial training in schools 

of business should be from the standpoint of need or obligation. 

It is proper to ask first of all whether the school of business is in 
any way obligated to institute a secretarial-training program. If this 
question is answered in the affirmative the problems of credit and cur- 
riculum must, of course, receive attention. 

Different conditions and circumstances prevailing at the various 
schools of business often require different emphases upon courses of in- 
struction, and it is probably true that a school of business associated 
with a state university will feel the urge to establish secretarial work 
more keenly than some other schools do. Also schools located in large 
cities might feel this urge because there is a strong demand for college- 
trained secretaries and because the institution owes it to its student 
body to provide the training. A tax-supported school of business is a 
creature of the state and as such might be expected to serve as an agen- 
cy to carry out the obligations of the state to its citizens. It is not the 
purpose here to raise the question of educational control. Educators 
generally agree that the control of education should reside in them- 
selves instead of taxpayers or any other group, but educators associated 
with a state university probably feel that they are pretty close to the 
citizens of the state and that they have an obligation to assist in carry- 
ing out the duties of the state. 

It is the duty of the state to make its citizens producers and self- 
supporting as far as this is possible. The American people have gen- 
erally accepted this political and social philosophy as is evidenced by 
various legislative acts, federal and state, providing for vocational edu- 
cation at the high-school level and professional education in our col- 
leges and universities. There may be some question concerning the 
propriety as to the use of public funds for professional education, but 
regardless of whether the student or the state bears the major portion 
of the expense occasioned by this type of instruction, the state univer- 
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sity cannot escape the responsibility of making available professional 
education for its clientéle if there is a demand for it. 

Does a demand for college-trained secretaries exist? The great army 
of stenographers and clerks can be trained at the high-school level and 
to these the collegiate school of business owes nothing. There are, how- 
ever, secretarial positions that require a cultural background, initia- 
tive, poise, and managerial ability, which are qualities that can only be 
acquired through a more extended education. Charters and Whitley 
in their Analysis of Secretarial Duties and Traits found that there is a 
demand for college-trained secretaries in libraries, the professions, wel- 
fare associations, educational institutions, research organizations, and 
in the more important places in manufacturing and insurance. In all 
these fields, including publishing houses and credit bureaus, there is a 
need for high-type secretaries. In this day of complex economic life it 
is not a simple matter to prepare adequately for earning a living, and I 
am wondering whether schools of business should not assume some re- 
sponsibility in the matter of educating employers to appreciate the 
value of college-trained secretaries more than they now do, and assist 
in increasing a demand for them. It is not suggested that the school of 
business go to extremes, but it can at least assume the leadership in the 
development of secretarial training instead of waiting until it is forced 
upon us by laymen. In the last fifteen years all educators have become 
promoters. The processes of development, regeneration, and adapta- 
tion to new conditions, are manifest in the entire school system of the 
country, from the grades to the university, in the liberal arts as well as 
in the professions. 

There are some girls in college who do not wish to teach, but who 
would like to enter business. It is difficult for these girls to make an 
effective entrance without secretarial training. They are not wanted in 
public accounting and they are barred from most other first-class posi- 
tions that commerce boys usually enter. To such girls the school of 
business has the obligation of offering a secretarial course. 

At some institutions the chief urge to offer the work may come from 
the necessity of training commercial teachers for high schools. There 
are thousands of commercial teachers in the United States and many of 
our leading institutions have wholly neglected the development of a 
satisfactory commercial-teacher-training program. The problem of 
providing adequate professional training for commercial teachers is a 
dual job. The college of commerce must offer the usual courses in com- 
merce and content courses in strictly secretarial work. The college of 
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education must offer general courses in education and methods courses 
in secretarial work. There is some disagreement as to whether the col- 
lege of education or the college of commerce should offer the content 
courses in commercial subjects. Dean W. S. Taylor of the college of 
education at the University of Kentucky takes the position that the 
function of the college of education is to offer professional educational 
courses only, and that content courses should be given by the other col- 
leges. Proficiency in shorthand and typewriting must necessarily be a 
prerequisite to methods courses in these subjects. If commercial- 
teacher-training work is to be carried on, either students must be asked 
to secure shorthand and typewriting at a private business school, or 
these courses must be offered by the university. It might be added that 
if an institution does not offer the content courses, it will find it impos- 
sible to secure students for its methods courses and the training of 
commercial teachers will be concentrated in schools perhaps less quali- 
fied to do satisfactory work. Both from the standpoint of training sec- 
retaries and of training commercial teachers the university is obligated 
to offer secretarial courses. 


II 


I have not made a thoroughgoing survey of the practice of allowing 
credit for shorthand and typewriting in colleges and universities 
throughout the country, but it appears that less than a dozen schools 
of business and probably a larger number of teachers’ colleges allow 
credit. No credit seems to be allowed toward the degree of bachelor of 
arts. The amount of credit that is allowed toward professional degrees 
in commerce and education varies all the way from full credit to none 
at all. It is very common for schools of education to offer methods 
courses in shorthand and typewriting and to allow full credit for such 
work; but a number of teachers’ colleges give credit for content courses 
in addition to methods courses. For instance, a state teachers college in 
Wisconsin gives full credit for a content course in shorthand and half 
credit for typewriting. A teachers’ college in New York gives full credit 
for shorthand to commerce and education students, and one-third 
credit for typewriting; another school of education in New York gives 
half credit for shorthand but the outside work required is only half 
time. A teachers’ college in Texas allows full credit for shorthand, and 
I am informed second-hand that other teachers’ colleges in the state 
allow credit. A few schools of business allow full credit for shorthand 
and half credit for typewriting. In some cases credit is limited to stu- 
dents who pursue secretarial or commercial-teacher-training curricula. 
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Others allow credit to students taking majors and minors in commer- 
cial education and secretarial practice. The idea of this is to insure not 
only proficiency in technique, but to give the student a background in 
related subjects and general education. Most institutions allow no 
credit for elementary courses in shorthand and typewriting if the work 
has been taken in high schools or private business schools. At least 
one state, I am informed, requires college credit in shorthand and 
typewriting as a qualification to teach these courses in high school. In 
that state one of the colleges has built up a commercial-teacher-train- 
ing program and is attracting virtually all of the prospective commer- 
cial teachers in the state. This institution feels obligated to give credit 
under the present status of the law to students even though they had 
the work. 
Ill 


If it is recognized that the school of business owes it to the student 
and community to offer secretarial training, some credit must be al- 
lowed for shorthand and possibly typewriting either as separate courses 
or combined with secretarial practice courses. If the work is offered 
without credit, students cannot be held to the high standards now pre- 
vailing everywhere in our schools of business. The quality of the work 


will necessarily be unsatisfactory. 

Some arguments against offering credit for shorthand and typewrit- 
ing in college may be listed as follows: (1) The work can be completely 
learned at the high-school level. (2) The work has virtually no edu- 
cational value. (3) Tradition is opposed to offering the work in college 
and doing so would tend to reflect upon the quality of all work offered 
and tend to injure our good name. All of these objections might be 
answered by merely stating that shorthand and typewriting are tools 
of the secretary, and if the college is to train secretaries it must offer the 
courses. However, a little more may be said concerning these points. 

With respect to the educational value of shorthand the results found 
by Dr. Frederick J. Weersing in his study of commercial education in 
the public high schools of Minnesota under the guidance of Dr. Leon- 
ard V. Koos may be cited. Dr. Weersing asked a number of students 
in college who had shorthand in the high school whether the subject 
had any educational or cultural value. The replies indicated that there 
was none beyond the usual disciplinary value and the training in ap- 
plied English, such as phonetics, punctuation, form, etc. This is of 
course only an opinion and perhaps may be said of some other tool 
subjects studied in college; but assuming that the opinion is correct, 
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some credit can surely be offered for applied English, and probably 
some for discipline, without doing violence even to the sanctity of a 
bachelor of arts degree. Surely two semester credits for five hours of 
work in a combined shorthand and typewriting course does not repre- 
sent an inflation of its educational value, and it is probably worth more 
credits. 

Tradition is powerful and cannot be wholly ignored, but the educa- 
tor must not be forever subservient to conservatism. If a change is 
required he must be courageous enough to attempt to educate the oppo- 
sition and sometimes to fight it. Sometimes it is wise to resort to sub- 
terfuge and propose shorthand and typewriting courses under another 
name, for instance, secretarial practice courses. If the selection of stu- 
dents is carefully made adverse feeling with respect to these courses 
will soon break down. In my judgment the strictly secretarial practice 
courses should not be open to Freshmen and Sophomores. These 
courses should not be used to weed out non-college material. The aim 
is the training of high-type secretaries and the work should only be of- 
fered to students who actually expect to graduate. 


IV 
The curriculum to be set up for the training of secretaries should in 


the main be governed by logic rather than by historical or other con- 
siderations. The duties of the secretary must be carefully scrutinized 
and subjects must be included that aim to train her for efficient service. 
Certain simple, routine duties, of course, need not be taught in school, 
but shorthand, typewriting, office management, handling of the mail, 
filing, routing of papers, meeting people, the development of desirable 
personal traits, are all matters that bear directly on secretarial duties 
and much concerning them can be taught in the classroom. The great- 
est need in the way of basic work for the secretary is English. One year 
of English composition should be prescribed, and in addition a semes- 
ter of business correspondence, and one elective in English literature 
should be required. To appreciate the meaning of the development of 
desirable attitudes or personal traits a year of psychology is probably 
necessary. To enrich her understanding of people a semester in the 
principles of sociology is highly valuable. Considerable work in the 
social sciences is necessary to give vision and poise. American govern- 
ment, principles of economics and some history should be taken. In the 
field of commerce a year of general accounting is necessary and proba- 
bly a semester of secretarial or professional accounting should be add- 
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ed. The secretary is often called upon to collect facts and put data in 
tabular form, and for this reason a course in statistics should be includ- 
ed. In some positions, as for instance in a credit bureau, a knowledge 
of law is desirable, so that a year of business law should be required. 
Certain other courses in commerce are highly desirable. These in- 
clude marketing, money and banking, corporation finance, and public 
finance. 

Logically mathematics should be required in the curriculum in order 
to prepare the student for certain commerce courses suggested, but 
mathematics scares many girls and some consideration must be given 
to the capacity of the type of students that are likely to take the 
course. The curriculum should be designed to attract beauty as well 
as brains for both are valuable qualities in secretarial work. It is sug- 
gested, therefore, that an option between a foreign language and math- 
ematics be given. Also to make an effort to prepare a secretary for the 
multiplicity of duties which she is called upon to perform and in the 
interest of extending her general education, a choice of a science could 
be included. 

It is submitted that a student graduating from a course of this char- 
acter would be head and shoulders above the stenographer trained at 
the high-school level and far more efficient than the girl that flounders 
around during her four years in college and after graduation takes a 
few months in stenography and typewriting. The school of business in 
offering the work would be amply justified by the results attained. 


Dean Cartes L. RAPER: 

Secretarial training in collegiate schools of business has passed the discus- 
sion stage as far as Syracuse University is concerned and as far as I am per- 
sonally concerned. 

For ten years we have tried the experiment and measured the results. 
The experiment for certain groups of women students has, we believe, dem- 
onstrated its worth both from the educational point of view and from the 
point of view of economic value. We have given college credit for secre- 
tarial science courses in the secretarial science group and in the secretarial 
science division of the business education group—groups composed almost 
entirely of women. We now feel certain that the college credit granted to 
these two groups of women has been granted upon the basis of merit. We 
feel so certain of the value of secretarial science for these two groups of 
women, that we are inclined to think we may extend the experiment, in a 
more restricted scope, to a good many of the men students. 

Our purpose has been to give college courses, with college credit for grad- 
uation, in stenography, typewriting, and office appliances to certain groups 
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of students. The students to whom these courses have been open have been 
in training for secretarial positions or for the teaching of secretarial subjects 
in high schools. We may offer in the future such instruction for graduation 
credit to some of the men students who expect to enter business after grad- 
uation. 

The college of business administration of Syracuse University has about 
700 men and about 250 women, not counting the students who take its 
courses in the summer session or in the extension school. About 125 women 
are in the secretarial science group and about 70 women are in the secretarial 
science division of the business education (commercial teaching) group. A 
minimum of 124 semester hours is required for the degree—B.S.—in these 
groups. Twelve semester hours are allowed for the courses in stenography, 
which are taken five times a week for four semesters. Six semester hours are 
allowed for the courses in typewriting, which are taken five times a week for 
three semesters. Three semester hours are allowed for office appliances for 
six hours a week for one semester. There is outside-of-class work in stenog- 
raphy, typewriting, and office appliances. 

The secretarial science credits, therefore, amount to 21 semester hours 
out of a minimum requirement for graduation of 124 hours—out of 128 
semester hours actually taken by practically all of the students in these 
groups. In the general business, accounting, or journalism groups, in which 
no credit is allowed for the secretarial science courses, only 120 semester 
hours are required for the degree—B.S. Since students in the two groups in 
which secretarial science courses are allowed take about 8 semester hours 
more for their degree then the students in the groups in which the secretarial 
science courses are not allowed college credit, the net credit for graduation 
is, therefore, about 13 semester hours for secretarial science work. 

For each of the groups in which secretarial science is allowed college 
credit, 60 hours of liberal arts work given by the faculty of the college of 
liberal arts are absolutely required. These 60 hours cover courses in eco- 
nomics, English, a foreign language for two years, geography, political sci- 
ence or history, psychology, and liberal arts electives. The liberal arts hours 
are spread over four years. 

The secretarial science group must take 23 hours of specified business ad- 
ministration subjects—as, for example, accounting (3 hrs.), English com- 
position (6 hrs.), mathematics (3 hrs.), and office organization and manage- 
ment (3 hrs.). The general electives—either liberal arts or business admin- 
istration—for this group amount to 24 semester hours. 

The secretarial science division of the business education group must take 
33 semester hours of specified business administration courses—as, for ex- 
ample, accounting (6 hrs.), English composition (6 hrs.), finance (3 hrs.), 
law (4 hrs.), and mathematics (3 hrs.). They must take education courses 
to the extent of 16 hours as a state requirement to teach. 
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Such has been the program for ten years. Some of the tests of such a pro- 
gram of college instruction are as follows: 

1. Tests show that the mental effort necessary to secure credit for stenog- 
raphy and typewriting is at least equal to the mental effort spent in securing 
the same amount of credit in other courses—whether liberal arts or business 
administration courses. The method of instruction in stenography and type- 
writing is such as to make large requirements of the students. 

2. The women graduates who have had secretarial training in college have 
an important advantage in securing positions. Their effective knowledge of 
the secretarial science subjects is the reason for this advantage. 

3. The reports on the work of the graduates from the secretarial science 
group have been satisfactory. The demand for graduates from this group 
has been about twice the supply. The salaries have been good. 

4. The reports on the teaching of the graduates from the secretarial sci- 
ence division of the business education group have been satisfactory. The 
demand for the graduates from this group has been about two times the 
supply. The salary for these teachers—of secretarial science subjects—has 
been from $100 to $200 more than for high-school teachers of the other sub- 
jects as, for example, English, foreign language, history, etc. 

5. The general reactions of the graduates from these two groups have 
been to the effect that they think of their college education, in which there 
has been some instruction in secretarial science, as a satisfactory combina- 
tion of a good many general courses and some technical courses. 

6. The attitude of the students in the other groups in the college of busi- 
ness administration toward those who have received college credit for secre- 
tarial science has been a sympathetic one. The same may be said of most of 
the students in the colleges of fine arts, home economics, liberal arts, etc. 

7. The State Department of Education of New York State, which has 
been conservative to an important degree, has come to think well of college 
credit for secretarial science courses for certain groups of students. The de- 
gree of the college of business administration of Syracuse University has 
been registered by the State Department of Education of New York State. 


PROFESSOR BLACKSTONE: 

After hearing the statements of Dean Wiest and Dean Raper about their 
experiences with secretarial training, there appears little need to say more. 
They have covered the case in full detail, but because I feel very strongly 
about two items, I should like to attempt to add emphasis. 

Syracuse provides courses with collegiate credit for two groups: trainees 
for secretaryships and trainees for commercial teaching. You have heard the 
report of the findings of Charters and Whitley in which they point out that a 
good secretary must know many things other than shorthand and typing. 
She must know how to meet callers, to make appointments, order supplies, 
write letters from a word or two of instruction, select and train lesser office 
employees, prepare business reports, handle itineraries, read proof for manu- 
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script, etc. These duties call for many courses in addition to shorthand and 
typing. In fact, they call for a complete curriculum which would include a 
background of English, social sciences, appreciation of literature, and other 
fine arts, as well as economics, business organization, and numerous other 
business principles. 

A prominent government official bears out the statement as to the demand 
for high-class secretaries, stating that there are thousands of business firms 
today in need of secretaries of greater ability, training, and experience than 
are available from the high-school and business-college departments. He 
mentions manufacturers, professional men, banking and shipping firms, and 
technical experts as being especially in need of such services. He also points 
out the fact that governmental officials, national, state, 2nd municipal, need 
thousands of high-class secretaries; and the need is growing rather than de- 
creasing. 

Since teachers of commercial subjects must teach shorthand, typing, and 
other secretarial techniques for the classes they will meet in junior high 
schools, senior high schools, and junior colleges, this has some bearing on 
commercial teaching as well as direct training for secretarial work. In 1890 
there were about 25,000 commercial students in all high schools in the coun- 
try, with about 200 commercial teachers in charge of them. When we con- 
sider that today of the 4,000,000 high-school students in the country nearly 
2,000,000 are taking one or more commercial subjects and that the number 
of commercial teachers has reached 30,000, it causes us to think. The turn- 
over among young teachers, not only in commercial work but in other de- 
partments, is very large; it is estimated that there are needed 10,000 well- 
trained commercial teachers a year to supply the positions created through 
separations and through growth. 

Where, at the present time, can this vast number of teachers and secre- 
taries secure training of an adequate character? Of the 75 or more colleges 
and universities which pretend to provide for the training of commercial 
teachers, one can count on the fingers of his two hands the number which 
provide adequate training. Many provide a general educational course, in- 
cluding psychology, and tack on methods of teaching and call it a job. About 
20 give credit for shorthand and typing, which are the techniques in which 
the commercial teacher will have to give instruction when she gets on the 
job. 

Imagine a state university trying to train teachers of mathematics, his- 
tory, English, or, language without providing technique courses in those 
subjects. Why don’t we require such trainees to get their techniques else- 
where than in the university, as is sometimes required of commercial teacher 
trainees? How effective would such teachers be if we did make such require- 
ments? 

If one of the functions of a university is to meet the demand for well- 
trained commercial teachers for the millions of students asking for such 
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work in our high schools—as I for one think it is a function—it appears 
that the time is ripe to cease asking the university or college to provide such 
training in all its details, and to chailenge them to justify their laggardness 
in not providing such training. 

You have heard Dean Raper’s statement in particular that the techniques 
of secretarial training require fully as high an intellectual ability as do other 
collegiate subjects. We find more students having trouble getting through 
shorthand than through other subjects. That finding is borne out by studies 
of collegiate subject failures. We are, I believe, conscious of the tremendous 
demand for secretaries and for commercial teachers. In the face of that 
situation we should do well to ask ourselves not ‘Shall we offer such train- 
ing?”’ but “How shall we justify ourselves if we do not offer it?” 


DEAN J. E. LE RossiGNov: 

I find myself in substantial agreement with all that has been said by the 
previous speakers and can hardly add anything except by giving a brief state- 
ment as to what we do in the University of Nebraska. 

All students in the college of business administration take the same gen- 
eral course, consisting of military science or physical education, 4 hours; 
general cultural courses, 42 hours; economics, 13 hours; business organiza- 
tion and management, 22 hours; electives restricted to economics or business 
organization, 12 hours; and free electives, 32 hours, making 125 hours in all. 
We make no specific requirements for students preparing for banking, trans- 
portation, manufacturing, or other special fields of work, but merely recom- 
mend to them certain courses to be taken as free electives. Or, if students 
prefer more general training—cultural, it is often called—they may take 
part or all of their free electives in arts college work, law, engineering, agri- 
culture, fine arts, or any other departments of the university. 

Students preparing for secretarial work or commercial teaching are rec- 
ommended to take certain courses specially adapted to their needs, among 
which, as we think, are office management, retail store management, factory 
management, personnel management, investments, statistics, shorthand, 
typewriting, and elective courses in English. 

As to the courses in shorthand and typewriting, they are given in the 
teachers college and camouflaged under the caption, “commercial arts,” but 
we allow our students to obtain credit for the work, partly by way of com- 
petition with the teachers college, partly because of a slight extramural pres- 
sure, but chiefly because we believe that a knowledge of these technical sub- 
jects is very useful, if not indispensable, to the students in question. It 
stands in much the same relation to the training of secretaries and commer- 
cial teachers as drawing, machine-shop practice, forge work and woodwork- 
ing to students of engineering. 

Without question, it irks us more or less to give university credit for this 
work, yet when the objections are examined and sifted they seem to resolve 
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themselves into academic pride and the worship of the sacred number, 125, 
which is held in the registrar’s office to represent an ideal four years’ college 
course. 

As a matter of fact, very few of our students take the courses in “com- 
mercial arts.” In the year 1929, out of 89 graduates, 10 of whom were wom- 
en, only 20 had taken the first course in typewriting, for which they received 
from one to three hours’ credit, and there were only 11 registrations in the 
more advanced courses in that subject. Six of the graduates had taken a 
year’s work in shorthand, for which they received six hours’ credit. 

All things considered, it seems probable that our college should give more 
attention to the training of executive secretaries and a superior type of 
teachers of commercial subjects. 


DEAN LEE Brpcoop: 

Perhaps what I have to say will fulfil your requirement for a bone of con- 
tention. Why should credit for shorthand and typewriting be restricted to 
students going into the secretarial major? We have never given shorthand 
and typing, but I took the trouble to inquire two or three years ago of all 
colleges of commerce as to their policy in that regard and found there were 
some 20 to 25 that gave credit in secretarial science or teaching majors, and 
only 3 or 4 that gave general credit. Nebraska, Oregon Agricultural, were 
among these; and the curious thing was that Nebraska restricted the credit 
to a maximum of 1o hours and Oregon to a minimum of 12, apparently on the 
theory that it wasn’t worth a darn if you did not learn enough to acquire 
skill. 

What I have in mind is that the boy who goes into an office needs to 
know at least the typewriter keyboard. His employers won’t break him into 
the business for six months or two years, particularly in a business which 
does not have an organized training course. They don’t want to have this 
fellow a total loss, so it is useful for him to be able to operate either a type- 
writer or some type of bookkeeping machine which works with a typewriter 
keyboard. It is useful for him to be able to fill in on odd jobs. It may keep 
them from firing him when they can use him in a flexible manner. We say 
to the student, “If you are going to be a secretary we can give you credit 
for typewriting, but we can’t give you credit if you have the intention of 
making of yourself an accountant, banker,” or whatever else it may be. Isn’t 
that a piece of academic pride? We have poked gentle and ungentle fun at 
the arts for academic pride. Aren’t we guilty in saying that we are not going 
to allow credit to anyone except those in secretarial courses? I wondered if 
anybody felt like defending that. 


DEAN T. W. NoeEt: 

T should like to say “amen” to Bidgood’s comments. I do not have short- 
hand but probably would if we had girls; we have only boys. But we do 
give typing. We have for several years followed the practice of making every 
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Freshman in the school of commerce carry typewriting through the Fresh- 
man year. It is just as required as the course in English. We have selfish 
motives in this as well as unselfish. It is good for the boys, but it also is good 
for us in helping students to get out better papers in the advanced courses. 
It has this advantage: a great many boys who drop out of school at the end 
of the Freshman or Sophomore year find that it has commercial value. We 
call it business appliances. 


PROFESSOR HUNTER: 

I have been struck with one thing in this discussion about girls taking 
these courses. We have a course which we designate commercial and civic 
secretaries. The interesting thing is that we emphasize a particular phase of 
this which has not been brought out. That is training of boys for secretaries 
of chambers of commerce, work for which there is a considerable demand. I 
have no figures; in the last few years I do not know how many secretaries of 
chambers of commerce in the states of Illinois, Pennsylvania, Ohio, and 
others, have been placed from our graduates. It seems to me there is a field 
which is well worth consideration. 

We have built our curriculum for secretaries somewhat to meet that de- 
mand. As I remember it, the first two years are about the requirements for 
the general student in commerce—accounting, economics, etc. Rather than 
having a group of free electives, we designate he must take public finance, 
municipal government, psychology—following the ideas you have suggested. 
Anybody who goes out to be a chamber of commerce secretary ought to 
know about municipal government, something about public finance, some- 
thing about how to handle people; and that has been one of the things we 
have emphasized. 

Another interesting thing is this: that, among the students, they have 
organized what they call an Illinoisian Chamber of Commerce composed of 
boys who are especially interested in that sort of thing. They have meetings 
and study problems, have business men address them, so they are getting 
more than the academic training. 

This is a phase of the secretarial work which should not be overlooked; it 
does not require shorthand and typing. 


DEAN IsIpoR LOEB: 

I do not think I have anything to contribute to this subject because I 
know little about it from experience; that is the reason I came to this round- 
table conference. 

I think that there are some different aspects of the problem. I recognize 
first of all the practical side that confronts the state university as the result 
of a demand. I have no sympathy for the attitude that the course may not 
have cultural value or is not in accordance with accepted academic tradition. 
On the other hand, it seems to me in the school of business with perhaps a 
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limited staff, limited students, it may be accepted as a very definite policy 
that it is not the purpose to train the student in techniques at all. The same 
thing may be said with regard to salesmanship and certain phases of insur- 
ance, real estate, etc. Within the limited time we have, students in the school 
of business, in which we have only a four-year course, can devote their time 
to better advantage than in taking these other subjects. I am not convinced 
that the best secretary will prove to be one who has taken a course in secre- 
tarial training. The best ones I have known have not taken that sort of 
thing. I think it is necessary that the secretary have shorthand and typing. 
I am not convinced that he should have anything else. A person who has had 
a good course, I believe preferably a course in the school of business, and 
knows the technique of stenography, then has the personal qualifications 
(which he cannot get from any course), is probably just as well equipped as 
he will be through a course in secretarial training. 

I say this after saying that I recognize state institutions may be subject 
to a demand which they are unable to resist, and I do recognize that there 
are students who may be led to continue through a four-year college course 
by reason of the fact that there appear in the curriculum certain courses 
which they think are going to qualify them better for the work they want. 
I am speaking with an utter lack of experience. 





GRADUATE COURSES IN BUSINESS ADMINISTRATION 
PROFESSOR H. T. COLLINGS, Chairman 


USINESS is an art, not a science. We can, therefore, not expect 
to “make” business men in schools; they must “become” execu- 
tives from experience. It is clear then that in discussing the 

graduate study of business we are talking of the academic preparation 
which the better business man should have, but in order that the stu- 
dent may become the better business man, this background of univer- 
sity training should have as much of the environment of actual business 
as is possible in university halls. 

One of the first observations to be made regarding the graduate 
study of business is that only certain types of college graduates are 
fitted to become administrators. Now the executive type of mind is 
essential for anyone who is to become an administrator in the industrial 
and commercial world. A large percentage of college graduates, who 
have done much better than mere passing work, are either not of a pro- 
motive type of mind or are not by temperament fitted to direct others. 
They may be admirably fitted to fill important places in the world’s ac- 
tivities, but they do not have the special personal qualifications which 
make leaders in business. Therefore, the graduate school of business 
must select its students carefully with a view to accepting as members 
of its student body only those men who, so far as it is humanly possible 
to determine beforehand, are fitted to be executives and administra- 
tors. Those not fitted would be advised to continue work in other lines 
than the graduate study of business. 

If this introduction describes a defensible procedure, it naturally 
follows that the graduate study of business is not for the purpose of 
giving more knowledge regarding commerce and industry; it is rather 
to train the executive mind as far as such training is possible in univer- 
sity buildings. 

Presuming that we have selected as members of the student body 
the type of mind best suited to training by the graduate study of busi- 
ness, two questions which immediately face us are: What shall be the 
aim of this type of graduate study? What methods should be employed 
in attaining the end? 

From the foregoing it is already clear that the purpose of the grad- 
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uate study of business is to prepare carefully selected men to become 
better executives than is ordinarily possible from merely undergradu- 
ate study. We endeavor to train the administrative mind to do its task 
more efficiently. But this general aim is too indefinite to be satisfac- 
tory to educators. We need to have before us more specific aims. The 
following are, therefore, proposed as legitimate aims in the graduate 
study of business. 

1. The study of business by college graduates should help men to 
select fields best suited to their special talent. Different administra- 
tive jobs require different sorts of talent. It is apparent without dis- 
cussion that the qualities which make an expert accountant are radical- 
ly different from those required of a high grade investment banker. An 
entirely different type of talent makes for success in foreign trade from 
that which accomplishes the same in insurance lines. The graduate 
study of business, therefore, should aim to turn men who have an ad- 
ministrative type of mind to the selected field in which their special 
ability will have its most effective range. Studying business for a year 
or two after graduating from college should stop much of the “cruising”’ 
so prevalent in the early business life of a young man today. Much 
time is evidently wasted by men in finding out the field in which they 
work to best advantage. By acquainting a man of executive tendencies 
with the various fields of business in which administrators may work, 
the graduate study of business will help him to settle upon that field in 
which he can early capitalize his likings and his abilities. The first aim 
of the graduate study of business is to put men where they will like to 
work best and where their special talents fit them to administer most 
efficiently. 

2. The second aim of the graduate study of business should be to 
take the “guess work” out of administration. Too much of present- 
day business runs either on luck or chance or in ruts which have exist- 
ed for decades. Business is today a good sea mile behind science in this 
respect. Medicine, for example, would regard it as the height of folly 
to proceed on principles evolved from medical practice of twenty to 
thirty years ago; many business enterprises, however, are still running 
on such antiquated tracks. Electrical engineers make their calculations 
and plans on the most scientifically accurate data available; many 
business engineers are still on the “guesswork” era. There is to be sure 
no luck or guesswork in the administration of the United States Steel 
Company, the American Telephone and Telegraph Company or the 
Pennsylvania Railroad, but thousands of small enterprises, into which 
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the students of our graduate schools of business are entering, are still 
operated on anything but a scientific basis. The second aim of the 
graduate study of business, therefore, is to make enterprise more sci- 
entific. Executives now need to know w/y they follow a certain policy 
if they are to meet successfully the increasing competition. 

3. Another aim in our university training in this field is so to pre- 
pare the minds of students that they will aim to make their future busi- 
ness productive rather than acquisitive. The older philosophy of the 
commercial world taught that to make the most money out of an en- 
terprise is to raise it to the acme of perfection. With this philosophy we 
can find little fault; it is rather the corollaries which developed out of 
this doctrine that we now criticize. During the past century American 
business men too often believed that to make profits high it was neces- 
sary to reduce wages as low as possible. The philosophy ran that 
higher profits can be obtained only by reducing costs of production, 
and the best method of reducing such costs is to keep down the amount 
received by the laboring group. We now know the fallacy of these 
views. Low wages do not mean high profits; according to the present 
view they are much more likely to mean inefficient production and low 
purchasing power in the consumers’ group. We are gradually coming 
to believe that high wages mean high profits. Business gets most in 
profits when it gives most in wages. In other words, business is most 
“acquisitive” when it is most “productive.” The slogan of Marshall 
Field and John Wanamaker, “The customer is always right,” certainly 
does not express the whole truth, but it nevertheless represents an ad- 
vantageous policy for business to follow. While the idea of service 
may have been overworked in some of our luncheon discussions to 
business men during recent years, it is nevertheless clear that the ex- 
ecutive who makes service to the customer and high wages to his em- 
ployees the keynote of his policy, is the successful man in the present 
day. The graduate study of business will do well to make this clear to 
students. 

It follows, therefore, that the higher ethical standards of modern 
business should be clearly presented in our graduate study. We cannot 
make industrial standards by law—we tried it in 1890 with the Sher- 
man Anti-Trust Law and failed. Neither can business standards be 
written readily in black and white; they spring rather from the ideals 
of industrial leaders. So it follows that if the university work, which we 
are discussing, is to prepare such leaders, one of our aims should be to 
make clear the need for and the value of higher standards in business. 
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Whether this end can be best attained by a course on business stand- 
ards or business ethics or business policy (such courses are found in 
several schools of business), is a question. We are here, however, dis- 
cussing the aim in instruction rather than the method by which to ob- 
tain it. 

4. One of the most important aims in the field of study before us 
should be to arouse the intellectual curiosity of the student. One of the 
greatest lacks among business leaders of today is the lack of initiative. 
Men are too much satisfied with what is reasonably good, to bestir 
themselves to discussion of what is better. Administrators are inclined 
to let business run on in the ruts which have produced fair results 
rather than to risk, except under the threat of keen competition, turn- 
ing the enterprise into new roads. One of the most serious criticisms 
passed by leaders today on the college man who enters their enterprise 
is that he lacks the intellectual curiosity which will drive him to new 
plans and projects in his field of activity. In the graduate study of 
business we are not training “order takers’; we are rather training 
“order givers.”” He who gives orders must not only know the business 
as it exists; he must also keep abreast of new developments in his line 
that he may pass on to those below him suggestions for progress. Ini- 
tiative is the “summum bonum” in administration. We must develop 
it in our graduate schools. 

5. Many other aims might be included in the type of study which 
we are discussing. In closing this part of the discussion, however, ref- 
erence will be made to only one other aim which surely deserves em- 
phasis—perhaps even more than any one of the aims mentioned above. 
The graduate study of business must emphasize human relations and 
their importance in business success. Successful administration is 
largely a matter of understanding psychology. Those who stand out 
as unusual in the handling of men, do so largely because they under- 
stand the attitude of mind which prevails in a group of employees, and 
because they know what reactions will come from a group of employees 
under given circumstances. Successful management results when em- 
ployers can put themselves in the place of employees and visualize the 
effect of their policies on those who work for them. Men and man- 
agement working together succeed only when they understand and ap- 
preciate the attitude of each other toward life and business activity. 
This is a matter of “human relations” and our graduate study of busi- 
ness must emphasize this in the preparation of the coming executives. 

This keen appreciation of psychology is especially evident in the 
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field of advertising. The advertisers have succeeded to a remarkable 
extent in increasing the sale of thousands of products throughout the 
country largely because they have carefully measured the effect of 
their advertising on the public mind and have estimated beforehand 
the psychological reactions in the consumer’s mind toward their prod- 
uct and its advertising. To have pictured a woman smoking cigarettes 
in the bill-board advertising of a few years ago would have incensed 
the public mind; it would have done violence to the psychological at- 
titude of the majority of consumers. Understanding the “human rela- 
tions” of this situation, advertisers skillfully introduced the woman 
into the picture by first representing her as watching the smoking of a 
certain brand by a man. Later developments in the advertising showed 
the girl of the picture handing a cigarette to him and still later actually 
lighting the cigarette for him. Only after these preparations of the 
public mind do we find girls actually pictured as smoking a cigarette. 
Such skill in presenting the claims of cigarette smoking shows a keen 
understanding of psychology. 

The new attitude existing between capital and labor is little more 
than a concrete illustration of the very point we are now discussing. 
For capital to repress labor in every possible way and to oppose it, is to 
invite trouble. This breaks down the very co-operation between em- 
ployer and employee, which we now understand to be the essence of 
successful production. Executives must understand their fellowmen— 
their employees, their customers, and their colleagues in the office. 
Only with such understanding and the co-operation which comes out 
of it can we reach our goal. To make this clear to coming executives 
is one of the tasks of the graduate school of business. 

The second topic which we set for discussion deals with the methods 
to be employed in our graduate schools of business in carrying out the 
aims to which we have referred. Method in class instruction is so much 
a matter of personality that it becomes a difficult task to set down on 
paper uniform methods for use in graduate instruction. It may, how- 
ever, be observed that whatever method is utilized in this type of teach- 
ing, it should be one which brings the student as much as possible in 
contact with actual business transactions. The graduate study of busi- 
ness surely is not a study about commerce and industry; it is so far as 
possible participation in them. As Mr. Henry Dennison said on one oc- 
casion, students whose knowledge of the business world comes from 
books and classrooms only will be “formalized men.” Whatever 
method we utilize in this instruction, we must endeavor to get as far 
as possible from preparing this type of administrator. 
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While we may not, therefore, lay down rules which tell professors 
how to teach, especially in the graduate field, the following suggestions 
as to method seem pertinent, however much variation is introduced 
into them because of principle differences in teachers. Since we aim to 
acquaint men with the various possible fields into which they may 
enter, any method employed seems to require the inclusion in the first 
year of graduate study of a number of survey courses which shall give 
men the indispensable background. It, therefore, seems necessary that 
such courses as accounting, finance, business economics, and perhaps 
statistics and business law, must constitute a large part of the first 
year’s study and must be required of all students who have not during 
undergraduate days become conversant with these fields. In suggest- 
ing this procedure we desire to acquaint the student with the various 
fields such as banking, investments, manufacturing, foreign trade, in- 
surance, transportation, etc., in order that in his later executive work 
he may know where to obtain information as to these activities. Such 
survey courses will also be most helpful in locating that field of busi- 
ness in which he can best capitalize his likings and abilities. The sec- 
ond year of a course leading to the degree of Master of Business Ad- 
ministration would then permit a high degree of specialization in the 
chosen field, with perhaps a course in business organization as the only 
required course of the year. 

As our method aims to put students as much as possible into contact 
with actual business, we must introduce into our work concrete 
cases to illustrate classroom discussion. Whether or not this means a 
complete going over to the case system is not an appropriate question 
for discussion here. Whether it is best to develop principles out of con- 
crete cases or to illustrate principles by such cases, is perhaps a matter 
for every individual teacher to settle to his own satisfaction. That con- 
crete instances must illumine abstract principles is obvious in grad- 
uate instruction. The method which we utilize must, therefore, stress 
the applied field—such subjects as advertising, business statistics, in- 
vestments, credit relations, transportation, insurance, industrial man- 
agement and similar applied fields must take up the major part of the 
student’s work, especially in the latter part of his course, and the only 
method by which the teaching of these subjects can be made effective 
is one by which business data and actual practices from office and fac- 
tory are introduced into the classroom as much as circumstances will 
permit. 

In thus attempting by our teaching method to make the classroom a 
replica of the business office, we shall probably find it necessary to 
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hand to students a mass of data relating to a certain business problem. 
The data will be incomplete—it ought to be incomplete because this is 
usually the case in the business world. Students must then be set the 
task of organizing this data and be compelled to reach a decision rap- 
idly. University training too often differs from actual business experi- 
ence in that in academic halls every fact necessary to reach a decision 
is supplied to students and they are given weeks to work out the prob- 
lem. Such a situation may be ideal and may actually exist in investiga- 
tions connected with the natural sciences. But business men must reach 
decisions without complete data and must reach them rapidly. What- 
ever method we use in our graduate study of business, it must be such 
that the conditions surrounding its use duplicate those of the everyday 
life of executives. 

Whatever method we select for training graduate students of busi- 
ness, we must lay heavy emphasis upon research. Research work 
should be the most important part of the entire course. All background 
studies of the first year should converge on the research work of the 
second year. In no other part of his course can the student develop so 
well that analytical ability and independence of judgment without 
which no administrator can advance. Work on research topics is the 
nearest approach to actual participation in business that academic 
halls permit. Research problems should, as far as possible, be practi- 
cal rather than theoretical and should utilize data from “going con- 
cerns” rather than from the printed page. Any method of instruction 
in the field we are discussing which overlooks emphasis upon research 
is to that extent open to adverse criticism. 

In concluding the discussion of method, we may say that it must 
make a place for men from the business world to address classroom 
groups. The man who is now engaged in administering a successful 
business is usually not good as a college lecturer; his mind is accus- 
tomed to execution of projects rather than to organizing a description 
of these products and presenting them to a group of students in a way 
that satisfies modern pedagogy. One of the most prominent economists 
of the present day once said: “Not a single banker in New York City 
could describe in an orderly and convincing manner the business prin- 
ciples which underlie banking and its processes.’”’ Business men as lec- 
turers are likely to be poor. As teachers they usually look at their prob- 
lem from the point of view of their own business and without relation 
to the work which the class has been carrying on. This is inevitable. 
The result is that whenever any considerable part of the work of a class 
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is given in lectures from a number of business men, that class work is 
disassociated to such an extent as to make it poor. 

Business men have a distinct place in the class, however. Their task 
is to present the facts connected with an actual situation in their pres- 
ent-day experience and to present them in the form of a problem which 
requires definite solution. In order to make this presentation most 
valuable, the man who presents it should in advance of the meeting of 
the class give the instructor in charge the essence of the material which 
he will bring. This should be organized by the instructor and mimeo- 
graphed in a logical form of presentation and placed in the hands of 
the students before the meeting at which the executive appears to pre- 
sent it. Students are thus in a position to get the problem in an organ- 
ized form, even though the presentation of the executive is not orderly 
and logical. Students should be asked to present a written solution of 
the problem before the next meeting of the class at which this same ex- 
ecutive should present briefly to the group the solution which was ac- 
tually arrived at in his business. A comparison of this “business an- 
swer” with the students’ solutions is perhaps the best possible check on 
academic reasoning. 

In conclusion we may say this: In the graduate study of business, 
many may be called but few should be chosen. Only men of a certain 
type of mind are fitted to enter the graduate study of business. Napo- 
leon’s dictum that every private carries a marshal’s baton in his knap- 
sack may be true in military realms; it is surely not true in the business 
world. Few can be administrators; we should endeavor to find who 
they are and cultivate their special qualities for advanced study. 

The path to business success is thorny; the testimony of many suc- 
cessful enterprisers is to the effect that they really learned to work only 
after they graduated from college. This being the case, graduate study 
must be as ruthless as business in discarding those who have not the 
ability or the persistence to continue strenuous work. Initiative, judg- 
ment, and perseverance are the indispensable requisites for success in 
industrial and commercial life; no lower standards are justified in 
graduate study. 

We end as we began by saying that university courses leading to the 
degree of Master of Business Administration can never make business 
men; they can only select those who show special aptitude in this field 
and then help them to utilize to the full the qualities which they already 
have. Graduate study in business serves by selecting carefully the 
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proper leaders in the enterprises of the next generation and by helping 
them toward their goal. Business alone makes its own bosses. 


Dean W. E. Hotcuxiss (presiding in the absence of the Chairman): 

After reviewing briefly certain political, social, and technical develop- 
ments of the last quarter century and emphasizing the fact that the world is 
still in a state of flux, Mr. Hotchkiss continued substantially as follows: 

If this is the kind of world in which we are living and in which the men and 
women who are now students in our graduate courses are likely to live, it 
seems obvious that our task is to develop a generation of leaders whose minds 
are flexible and who are able to deal with new conditions without recourse to 
set formulas. In all probability it will be necessary for business leaders of 
the coming generation to possess, or to develop, frequently under stress, a 
sort of wisdom which transcends mere factual information, for they will al- 
ways be meeting conditions which they have never met before. 

One is tempted to let his imagination play with some of these future situa- 
tions. Everyone seems to be conjecturing about the future of distribution. 
Will the key to this problem be found through a study of different mech- 
anisms, such as chain stores, direct selling from manufacturer to retailer, or 
manufacturer to consumer, improvements in wholesaling and retailing, or im- 
provements in the department store, or will it be found in a study of psychol- 
ogy and sociology as reflected in the habits of consumers and the bases of 
consumer choice between different goods? Obviously, no one is in a position 
today to dogmatize about the precise approach which will lead most speedily 
and intelligently toward a solution of this and similar problems. 

During the present quarter I am teaching a course in business policy which 
we require of our second-year students. We are centering discussion on the 
subject of competition. On the basis of my own study and experience I am 
approaching this subject and the related subjects of co-operation between 
competitors and of consolidations and mergers so as to develop, if possible, 
habits of thought that will be useful to the students when they, themselves, 
have occasion to deal with the subject of competition. However, if these stu- 
dents should take the information I can give them and that which they obtain 
from literature and from business contacts as final—especially if they should 
take the conclusions which now seem to flow from this information as final— 
and let their minds crystallize around certain formulas, the educational re- 
sult, as it would affect their later experience, would probably be unfortunate. 
Students need to develop ability to study new competitive situations, that 
may come to them next year or ten years hence, from the standpoint of 
relativity. They will be required to consider competition in reference to the 
new business and social conditions from which competitive situations arise. 
Unless they can do this they are not likely to handle their responsibilities in 
respect to competition, either open-mindedly or effectively. 

Even such a definite subject as accounting is undergoing many new orien- 
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tations, especially the subject of cost accounting. Such an every-day matter 
as the value of inventories needs to be approached from one point of view in 
a time of scanty production when a large overhead has to be spread over a 
small volume of production and from another point of view in a time when 
business is flourishing. Frequently a man who has the formulas of cost ac- 
counting thoroughly ingrained in his system is no better equipped to exercise 
judgment on this kind of a question than is one who has devoted less time to 
mastering formulas and more to developing a capacity for open-minded ap- 
praisal of new and unanticipated factors. 

The basic task of graduate teaching, as I see it, is to guard against per- 
mitting thought to become crystallized into fixed molds. We need to protect 
our students against this danger, but even more do we need to protect our- 
selves against it in laying out and administering courses of study. 

Rooted in the soil of educational experience—a soil whose composition is 
undergoing constant change—graduate teaching is being richly fertilized by 
contact with actual business, with science, and with the swift current of 
present-day life. But it is still a young plant. To promote salutary growth it 
is essential that every promising experiment be courageously encouraged and 
supported. It is equally essential that we avoid impatience and an ill-consid- 
ered focusing of attention on immediate results. The harvest from the seed 
we sow, and even from the present growing crop, will for the most part be 
gathered by our successors. 

As leader of this round table I have tried to avoid the temptation to make 
a speech—how successfully, it is for you to say. I did, however, want to indi- 
cate how my own mind is working in respect to the subject. Other minds are 
working in other channels and doubtless to a better effect. 


Dean A. W. TayLor: 

It is somewhat difficult when a round-table program appears with the 
simple title “Graduate Courses in Business Administration” to know in ad- 
vance just what trend the discussion is likely to take, or what the treatment 
of the topic might be. Dean Hotchkiss has given the discussion a turn and 
not having any formal address I am inclined to follow along the same line. 
We are in the stage of experimenting with respect to graduate work in busi- 
ness and one might also say with respect to undergraduate work as well. 
Some institutions seem fairly certain that they have discovered the best 
methods while others are not so confident either that they or any other 
schools have found the real solution of preparing a student for a business 
career. A round table such as this should be most helpful, especially if we 
come to discuss our own practice and pool our experience. 

There is a good deal of discussion in this Association regarding what is and 
what is not graduate work. Obviously graduate work in business would as- 
sume considerable previous under-graduate work in that field. As a mat- 
ter of fact, however, a large percentage of our college graduates take post- 
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graduate work in commerce after little or no previous instruction in that field 
and some provision has to be made to meet that deficiency. I have great 
respect for the California climate in its productive capacity and am thrilled 
by the picture painted by the previous speaker of the future and the ideal 
goal of business training. But in organizing the work of the graduate school 
of business administration, I am confronted with the facts as they are and 
not as I wish they might be. 

I believe I am correct in assuming that even in training graduate students 
it is good pedagogy to go from the known to the unknown and since it is true 
that most of the students taking commerce work in graduate schools of busi- 
ness come with little or no knowledge of the fundamentals of business con- 
duct, unless they are graduates of schools of business, and the majority I 
think are not, we have to make some provision for bridging that gap. To meet 
this situation we have organized a series of courses at New York University 
which we had first called orientation or survey courses and which now we call 
principles. These courses while they might not be called graduate work, yet 
are conceded by our students to be among the most valuable courses we offer. 
They are a presentation of the principles in as compact form as possible and 
are designed to give the student basic knowledge upon which he can build in 
his advanced courses. These courses include principles of short and long time 
financing, and the field of management including principles of production and 
personnel administration. Another course deals with marketing, a fourth 
with accounting and a fifth with statistics. If the student who comes to us 
has his fundamental requirements he is permitted to go on with the advanced 
courses. If not, he must take them before he takes advanced work. On this 
group of foundation courses is built a series of advanced courses dealing with 
specialized phases of the general field. This advanced work is carried on by 
means of lectures, reading assignments and research projects and seems to us 
to be the most desirable method of giving business training. 

I suppose all of us would like to feel that we are training executives. It is a 
source of satisfaction to mention students who have taken graduate work and 
have attained responsible positions in the business world. And I think most 
of us can point to graduates occupying high positions, but I have never been 
convinced that this is a positive proof of the merits of any certain form of 
instruction. One of the things that Professor Laughlin used to stress with 
all his students was a warning against a post hoc ergo propter hoc policy of 
reasoning. He used to say that if he stood on a certain street corner in Chi- 
cago and ten thousand people went by that was not proof that they went by 
because he stood there. I am not convinced that in every case students arrive 
at positions of responsibility solely because of their training. Frequently they 
achieve success because of certain native ability which they have and out of 
the many only rare individuals attain the pre-eminence that we hope for 
them. 

I was particularly gratified when Dean Gray called attention to the X 
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factor in the human equation. The quality of the executive lies deeper than 
we are able to fathom and deeper also than the student himself knows. In a 
given set of circumstances he may find himself and having had his interest 
aroused he reaches a state of mind which brings out characteristics hitherto 
unknown to himself and from that time he forges ahead. I knew a student 
who started in a position in an investment banking house and for several 
years made little progress. Within a comparatively short time he awoke to 
the possibilities in that field and has now reached a position of great respon- 
sibility. He had as a background a knowledge of finance without which he 
could probably not have gotten his start. But he had other qualifications 
which enabled him to advance in his chosen occupation. 

Each of the graduate schools of business represented here has conditions 
peculiar to itself. In our own case I am convinced that our best students are 
those who are connected with business organizations and are doing full-time 
work there and preparing their studies in addition. I was quite impressed 
when President Bryan said that very often the things that do us the most 
good are the things at which we are earning our living. We often find that 
ambitious students are aroused because they feel they are an integral part of 
a large organization which offers them great opportunities. They see what 
other men have done and are encouraged to do the same for themselves. 
Without such a vision they plod along. 

As to the method of training students for business, I have only our own 
experience to offer and that is that, while we recognize that business condi- 
tions are in the flux and changing rapidly, we cannot at a given moment pre- 
pare a student to enter a business career in any other way except by giving 
him, in the form of his courses, the background of knowledge which he needs. 
I am convinced that it is possible to teach much that is fundamental in the 
field of business such as the corporate forms of organization, methods of ac- 
counting, past experience, and present policies of business conduct, and so 
forth. Obviously, it would be advantageous for a student to continue his 
study over a period of years. In that way he gets the fact impressed upon 
him that business is a changing thing. But as a means of getting contact with 
actual business experience he should know as much as possible about the 
present method of business conduct. He has to take things as they are and 
he should keep an open mind which will enable him to make changes as cir- 
cumstances dictate. We have had in our organization a rather close relation- 
ship with a group of personnel men in New York City and I have been inter- 
ested to know what they consider essential to a young man in making his 
business connections. As a rule they hold that business itself can teach the 
details better than they can be presented in course or in an educational insti- 
tution. What they do want is men who have the work habit, because they 
realize that for some time these men will have to work without much recog- 
nition. They want men who co-operate and work well with other people. 
Men who have habits of industry and loyalty. I was impressed recently by a 
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statement of an employee with one of the large business organizations in 
New York City. He was complaining somewhat about this preparation and 
said that he was qualified by training to do the job of the president but he 
didn’t know much about his own. Not very long afterwards he changed his 
job. The president was apparently unwilling to surrender his. This man’s 
contention was that the things he ought to know to do his job well were the 
fundamentals, a knowledge of business conduct, and an approach to the 
problems of the staff of the organization. 

I offer as a conclusion drawn from our own experience that the ancient 
custom of giving formal courses in the field of business has valuable and 
tangible results. Many of our students believe that the so-called survey 
courses are among the best that we offer because they do give the student a 
grasp of principles involved in business conduct without which he is more or 
less in a haze in his more advanced studies. We have had a large measure of 
success in the field of finance and offer courses in investment analysis and the 
analysis of specific types of investments such as rails, public utilities, and in- 
dustrials. Our courses in corporation finance deal with corporate manage- 
ment, corporate reorganization and problems that relate themselves to cor- 
porate forms of business conduct. We have been conducting a joint seminar 
with the law department in the law of corporations, in which the commerce 
student makes his contribution and gets the point of view of the law student 
and in which the law student gets the point of view of the business student. 
As has already been mentioned most of our work is with students who are 
employed and these are our best students, which fact leads me to believe that 
there is a great deal of merit in the student’s being able to get hold of a job 
and to progress with it. Incidentally, this combination of business experience 
and formal class instruction carries over for two, three, four, or five years 
before a student is qualified for the Master’s degree. During that time he is 
able to apply in his business experience much of the work which he has had 
in the university. There is also a certain discipline that comes from the con- 
nection with a business house. Last fall a young man came up from one of 
the southern states where he had been principal of a high school. He didn’t 
look as if he would last very long in the business world and the bank with 
which he made a connection had somewhat the same feeling. The only job 
they had that was open was one which began at five o’clock and lasted till 
midnight. The effect on this young man of holding down that job has prob- 
ably been worth more than any academic instruction he could have received. 
What he needed was the seasoning effect of holding a job, even though it was 
a difficult one. 

During the period of training, students can change their jobs without great 
loss if they feel that some other field of employment is more suited to their 
abilities. Through contact with the personnel directors we are able to keep 
rather close contact with these men and oftentimes they are urged to make a 
change which in the judgment of those concerned would seem to be an im- 
provement. 
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May I repeat for emphasis what I have already said, and that is that the 
student must know the general organization of business. He must know his 
own type of business organization and how it functions in the business world. 
He must have training that will fit him to do his job. So large a percentage 
of even the best jobs in any organization involve routine that I believe that 
any person who knows business routine is better qualified to see and grasp 
the opportunity for advancement than one whose training has been so broad 
that he has difficulty in correlating it with the kind of work he has to do. 

I believe it is profitable that we have different conditions in different 
graduate schools of business and that each school is trying to work out its 
own problems. Out of this experiment will come suggestions which will have 
common value to all. I should like to mention a particular type of co-opera- 
tive business training which does not involve the student’s having a paid 
position, but does bring him into intimate contact with the routine conduct 
of a particular type of business. Beginning last April we were able to arrange 
with one of the largest investment houses in New York City a plan by which 
they take on approximately twenty-four men for half time during the day 
and these men are to rotate—half time on the job and half-time work with 
instructors in charge. After they have worked for a time under the super- 
vision of a head of a department they will go to another of each of fourteen 
different departments. They will be working in those departments part time 
and in the other half day they do the reading necessary, study problems and 
write reports; having completed the work in one department they move on. 
It seems to me to be an ideal solution. At least two-thirds of the heads of the 
organization there are very anxious to see these men get on, and to get all that 
their particular department has to offer. There is that intimate relationship 
of instructor to the group and of the head of the department to the group. 
I believe it is going to be very valuable. We are looking for high types of 
men who are anxious to be given just that type of training, in case any of 
you happen to know of anyone interested in that sort of thing. We have 
half of that number of men now. They work half time and are offered regu- 
lar examinations and given sixteen points of credit for the year’s work, which 
is accomplished in this manner. 

I do not know what this round table was expected to do other than to 
bring out points as to what is being done in different places. We are trying to 
arrive at the best solution of the problem and all I can do is merely to state 
what we are doing and express the hope that in a large measure it will be suc- 
cessful in the way in which we expect it to be. 


Dean C. E. GRIFFIN: 

At Michigan we have a two years’ course in the school of business ad- 
ministration following three years of undergraduate work in the college of 
literature, science, and the arts or equivalent college work. We are tempted 
sometimes to call that semi-graduate work, since students are within one year 
of their Bachelor’s degree upon admission and thus half of the work in busi- 
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ness administration is in one sense undergraduate work and the other half 
postgraduate work. I don’t think we are justified in calling it graduate work. 

I wonder if some of the schools that designate themselves as graduate 
schools are using the term in the same sense that we use it when we talk about 
various other subjects. When a man says he is taking graduate work in chem- 
istry that means that he has studied chemistry in his undergraduate days, and 
in his graduate work goes into advanced study of that subject. Our school of 
business administration, and I think that applies to most so-called graduate 
schools with some qualifications, is not doing that. We are taking students 
who have had a general schooling and have then decided to get some business 
training. When we talk about graduate work in business administration it 
would be well to clarify the term. Do we give advanced work in business 
following undergraduate work in that subject or do we just give courses in 
business administration to students who have a degree of maturity and gen- 
eral education implied by the possession of a Bachelor’s degree? 

I think there is considerable justification for doing just the thing that we 
are doing, that is, of teaching business administration to students after they 
have had some three or four years of preliminary work in the college of lib- 
eral arts. I believe that this plan is desirable because students should have 
a maturity of mind which is gained by additional years. They should also 
have a general education for there is no field in which a broad education is 
more desirable than business. 

Our own program does not contemplate graduate work in business ad- 
ministration as used in other lines of work. What graduate work we do give 
comes pretty close to being work in economics. The point of view adopted 
is very much the same as characterizes graduate work in economics. That 
point of view is quite different from that of the professional student and our 
practice is to combine on the graduate level business administration and sub- 
jects that are usually thought of as being economics. I fail to see that there 
is very much distinction between the two at this graduate research level. 

All that I am suggesting is a distinction in terms. There are various types 
of schools of business administration. One type is the undergraduate school. 
There is another type of institution, including our own, which gives a short 
course in business administration following three or four years of college 
work, and then there is a third type which is the pure graduate type to which 
Dean Taylor referred. 





THE PLACE AND ROLE OF STUDENT ORGANIZATIONS 
IN SCHOOLS OF BUSINESS 


(PROFESSIONAL FRATERNITIES, HONOR SOCIETIES, 
COMMERCE CLUBS, ETC.) 


DEAN R. L. McCLUNG, Chairman 


TEPHEN LEACOCK once said that if he were going to build a 
university, he would first build a clubroom for smoking pur- 
poses, then some dormitories for the students to sleep in, and 

then a good-sized library. If he then had any money left, he would hire 
a few professors. Dean Field of the Georgia School of Technology has 
said that “the fraternity is the only hope of the college student.”’ These 
ideas of the value of fraternities and clubs are quite at variance with 
the belief of a good many people that “the Greek letter societies are 
bunches of Babbitts’ sons whose sins run from snobbery to debauch- 
ery; who are, in sooth, the epitome of academic evil, beside whom the 
non-fraternity man stands forth in the pristine purity of the fabled 
Sunday School boy.” They are quite different from the idea of W. P. 
Kirkwood who considers them a formidable menace when he says “The 
American College Fraternity has become or, at least, is rapidly be- 
coming an obstruction in the higher educational machinery of the coun- 
try. It is slowing up the processes of effective education because it 
diverts the young student’s attention from the purposes for which he 
enters college. It destroys the effect of that initial impetus which 
should set the newly matriculated student pretty definitely in his course 
and give him a satisfactory momentum towards a proper educational 
goal. This misdirection of attention and slowing-up of drive prevents 
the full realization of those ends towards which the college and univer- 
sity are supposed to lead.” Perhaps sound judgment will dictate an 
appraisal somewhere between these two opinions. Clubs and fraterni- 
ties are not a sine qua non of college existence nor do they exercise all 
of the purported baneful influences on college life. They have their 
virtues as well as their defects. 

The fundamental origin of students’ activities outside of the regu- 
lar curriculum is really a physical urge—the expression of the play 
impulse. This is found among primitive people as well as the more en- 
lightened. Even grown up people love to play wild Indian and imitate 
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the Fiji Islanders. The modern man must imagine himself an Elk, a 
Moose, or a Stag, or some other antlered animal symbolic of fraternal- 
ism. He revels in ceremonies, rituals, and the mysterious. All this 
makes a very dynamic appeal to the young college student. Student 
organizations of the club or fraternity type date back as far as the 
history of education records. The University of Athens developed 
clubs dominated by students. The Nation’s Club and the English 
Club, both of the University of Paris, became famous during the Mid- 
dle Ages. The virtues and the defects of various types of students’ or- 
ganizations have been argued pro and con down through the ages. The 
attitude of educators toward clubs and fraternities has very generally 
changed, particularly since the World War. At first, in this country 
clubs and secret societies were very generally ignored as educational 
agencies. Then they were simply tolerated as necessary evils and even 
in some institutions definite steps were taken to eliminate them. But 
at the present time there is generally a very different attitude toward 
various student organizations. It is now believed that they have a very 
definite function to perform in our modern educational processes. It is 
our duty to see that they perform this function most effectively. The 
change in our attitude toward various student organizations has been 
brought about partially by our changed objectives in education and 
by a change in the attitude and purpose of the organizations them- 
selves. 

Most of us were trained in the period of educational development 
when formal discipline was considered the sole aim and purpose of 
scholastic training. Educational salvation could only be attained 
through following the tortuous paths of Latin and Greek and Mathe- 
matics leading to the true Pierian spring. But our educational philoso- 
phy has changed. We are now thriving on the various “ologies,”’ par- 
ticularly those dealing with human interest. The solution of all types 
of problems dealing with social adjustment is being attempted. Our 
complex human relations are considered of paramount importance. 
Not that they were not always considered so, but previously emphasis 
was not placed on them in our courses of study. Today, perhaps, edu- 
cation is only one-half acquirement of knowledge and one-half is gain- 
ing facility of association, learning harmonious living relations. The 
ability to get along with people is certainly one of the most important 
attributes of a successful leader in most fields of endeavor. This par- 
ticular characteristic has been called don de gentes which corresponds 
roughly to the English “the gift of folk.” It is especially required of 
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a man in the business world. It is not to be wondered at that various 
student organizations argue their right for attention on the ground of 
their social values, their contribution toward the great problem of mak- 
ing social adjustments. We are getting away from the idea that the 
university is simply a cold-storage plant for the purpose of preserving 
knowledge. Its main purpose is to teach people how to live and how 
to make a living, to attempt to lift the whole plane of achievement by 
giving direction and purpose to the activities of youth, mental, social, 
and physical. Education is not merely a matter of developing the in- 
tellect but is in a greater degree a matter of developing skills of various 
sorts as well as conduct and attitudes. 

Fraternities and clubs supply that which the classroom cannot give, 
and thus complement a man’s intellectual training and make him more 
fit for life and usefulness. Since the World War in particular, fraterni- 
ties and clubs have become considerably more democratic than they 
were. There has been a great increase in the numbers of chapters of 
existing fraternities and many new organizations have been formed. 
In many colleges and universities the attempt is being made to have 
every student a member of a college or a club. The result is that many 
of our institutions are becoming grossly over-organized. The Univer- 
sity of Southern California has one hundred and seventy-five various 
clubs, general social fraternities, general honor societies, professional 
fraternities, and professional honor societies. Judging from their ac- 
complishments, many of these exist in name only. Many exist without 
any technique of organization. Most of them have high-sounding 
names with creeds and rituals that certainly attest their educational 
possibilities. But the achievements of many of them belie their stated 
purposes and glamorous parchments and pins. If the number and va- 
riety together with their stated objectives were a true criterion of their 
accomplishments and value to the university, I would say let us cast 
aside our time-worn curricula and substitute these pearls of real worth 
for them. 

But enough with reference to the value of clubs and fraternities to 
our universities as a whole. In our schools of commerce there appears 
to be a place where clubs and fraternities can function more appro- 
priately perhaps, and certainly with more of a definite purpose and 
promise of fruitfulness, than in the university as a whole. The argu- 
ments are of perhaps equal force when applied to most of the profes- 
sional schools. “Professional fraternities should be men and women 
bound together by a common purpose and aim in life, and interested 
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in the same things and striving for the same results. The paramount 
interest is not social.’ This differentiates them from the general social 
fraternity. The members of the professional fraternity speak the same 
language, study largely the same subjects, and they enter a common 
profession. Perhaps the professional fraternity more nearly approxi- 
mates the ideal fraternity than do the general fraternities. The profes- 
sional fraternity offers more serious and lasting things to the student in 
that practically all contacts made are in line with the students’ serious 
endeavors. The professional fraternities already considerably out- 
number the general fraternities and the time is soon coming when the 
general fraternity will gradually disappear. This is in line with the 
present tendencies in our educational development. Professional 
schools are rapidly supplying the demands that were formerly made 
on the liberal arts colleges. Even the preliminary work that is being 
done by the liberal arts colleges for our medical schools, law schools 
(and colleges of commerce in some instances) is very largely prescribed 
by the respective professional school so that the preprofessional stu- 
dents are in reality professional students almost as completely isolated 
from the ideas and ideals of a liberal education as if they entered di- 
rectly into the professional school. Liberal arts colleges in a relatively 
few years will perforce so reconstruct and adapt their courses of study 
to meet the changing needs of the various professional schools and may 
even attempt to compete with them in some spheres that even in our 
time we may be unable to recognize even the semblance of the liberal 
arts college of our youth. This behooves our colleges of commerce to 
develop themselves as complete and separate identities from our lib- 
eral arts colleges. 

If colleges of commerce are to develop a professional spirit, a col- 
lege sense, as is found in the older professional schools, they must sever 
the apron strings that so tightly bind them to their maternal forebears. 
Also we should develop and direct our own fraternities with that 
subtlety and pride that will cause our students to seek to gain member- 
ship in them rather than in the general fraternities of greater age and 
in many instances of greater prestige. The time is almost at hand when 
we can offer the students in our colleges of commerce all of the social 
advantages to be gained in the general fraternity and some very impor- 
tant things in addition. Alpha Kappa Psi and Delta Sigma Pi fraterni- 
ties are taking on many of the characteristics of the social fraternity 
and yet at the same time are preserving at least some of their profes- 
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sional aims. However, the professional fraternities and clubs which are 
of the greatest service to the college of commerce of the University of 
Southern California are those which are composed of students who are 
interested in special fields of commerce training. Each department of 
the college has its own developed group as follows: 

Accounting—Beta Alpha Psi 

Banking and Finance—Investment Club 

Foreign Trade—Delta Phi Epsilon 

Transportation—Sigma Beta Chi 

Commercial Aviation—Alpha Eta Rho 

Advertising—Alpha Delta Sigma and Gamma Alphi Chi 

Management—Management Society 

In addition, students who are doing their prelegal work in the col- 
lege of commerce have a chapter in the Lambda Gamma Phi fraternity. 
Besides these professional organizations we have the professional honor 
societies—Beta Gamma Sigma and Gamma Epsilon Pi. The former is 
flourishing, the latter languishing. It would be far better for both 
organizations if our administrative officers could bring influence to bear 
to cause these two organizations to unite. It has been definitely shown 
that the relatively small numbers of women students in our colleges of 
commerce cannot support an honor society of their own. 

It is the smaller departmental organizations which are doing the 
most effective work of all. Each has its own very definite objectives. 
Some of them hold weekly meetings—others every two weeks. There 
is a definite topic for discussion at each meeting and usually a promi- 
nent man in the particular field is asked to participate. Many of the 
most prominent business men of Los Angeles belong to the various or- 
ganizations. Colonel Lindbergh and Arthur Goebel are both members 
of the Commercial Aviation Fraternity. We endeavor to instil into the 
sponsor of each organization that he should be something more than a 
spectator. He must assist in arranging programs of definite educa- 
tional value. So far as possible these programs should be associated 
definitely with the curriculum aims. 

Thus, these organizations perform the definite functions of bringing 
about direct contacts with the leading business men, of giving at least 
a tinge of reality to the various problems of business, of stimulating the 
students in their particular fields, of binding into close association 
those interested in these fields and of bringing the students and the 
professors into a more wholesome atmosphere for the informal discus- 
sion of business problems than is usually had in the classroom. We are 
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beginning to value these departmental organizations as of prime im- 
portance in our system of training. We believe that the work of these 
organizations greatly assists us in teaching the pupil (in the words of 
John Ruskin) “where he is, where he is going and what he should do 
under the circumstances. The man who knows these things and has a 
will so trained that it will do what it should is educated; and the man 
who knows them not is uneducated, even though he may speak with 
all the tongues of Babel.” 


Dean G. A. WARFIELD: 

This question, “The Place and Réle of Student Organizations in Schools 
of Business,” is an interesting and important one. It is not, however, one 
where there is a keen controversy to make it interesting or to result in an 
argument. I believe we all agree that professional fraternities, honor so- 
cieties, and other organizations in schools of business are a very important 
part of the school life. They go a long way toward making the character and 
personality of each school. I have the impression that other school execu- 
tives find them helpful. We do, and we feel very kindly toward the people 
who are carrying out the work of these different organizations. 

Dean McClung expressed the idea that social fraternities in colleges of 
liberal arts are doomed to extinction. I am not so sure of that. We talked 
last night of what might happen to these fraternities as the result of the 
growth of junior colleges. But I have the impression that the social fraterni- 
ties are so characteristic of America and American colleges, so well estab- 
lished, and so powerful that they are bound to continue in university life. 
It seems to me that the reason for the American fraternity is that it supplies 
something which was lacking in American colleges as compared with campus 
life in colleges on the Continent or in England. Schools like Oxford and 
Cambridge were aristocratic in personnel and makeup. They were composed 
of young gentlemen who came from the highest classes, and who expected to 
become public leaders and men of affairs. In this chosen group there was 
homogeneity and the opportunity for a glorious friendship. All lived to- 
gether, and their happy social life was the finest privilege of the univer- 
sity. There was great cultural and social value in this friendly intercourse 
which was lacking in the first American colleges, and even more so in the 
huge and heterogeneous American universities of later days. Ours were 
more democratic. They brought in people of all kinds of culture and lack of 
it. There was a need for something to bring men together in close compan- 
ionship—a fraternity, an association which would mean a great deal and be 
an intimate group. 

One of the first started was Phi Beta Kappa. It later became an honorary 
scholastic organization, but others have grown up all over the country. 
They have supplied that need of a group of people like-minded and of like 
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tastes who are drawn to each other and who can lead a happy life together, 
and have a brotherhood and fellowship that they will remember and prize 
throughout their lives. Many consider this the best thing they have gotten 
from college. 

I have gone through the evolution of first fighting fraternities from the 
outside, and then at last joining so many of them that I don’t now know all 
to which I belong. But as dean of the school I have found our professional 
fraternities especially helpful. We all recognize the criticisms referred to 
against many of the social fraternities. They are often small groups, pur- 
poseless and characterless. They often have a bad influence. Many have 
argued that they should be abolished. But most are purposeful and well 
managed; they are a good thing in the life of students. 

Professional fraternities in a school of business have a definite place, and 
an important one. Perhaps our own experience may have been exceptionally 
good. We have not so many organizations. The school of commerce of the 
University of Denver is not a very large department. It has a total registra- 
tion of over a thousand, and some of these are part-time students. We have 
Alpha Kappa Psi, Delta Sigma Pi, and Beta Gamma Sigma. We have two 
professional fraternities among the men; enough to give competition and 
secure emulation. They are both strong and highly interested in the young 
men who make up their membership. They try to select as fraternity 
brothers men of the highest type who will make the best records. There is 
close rivalry for school leadership, and each group seeks numbers because 
contests between them are keen. In elections they are so evenly divided 
that the one who puts up the best man will win. This we think much better 
than the situation on a nearby state campus, where, according to newspapers, 
elections are sometimes fought out with stale eggs as a last resort. 

We also have two sororities, Phi Chi Theta and Phi Gamma Nu, and they 
too are about evenly divided in numbers. They are very interested in our 
girls and help a great deal to make the life of the school interesting. I have 
become more and more convinced in the last few years that we need some- 
thing of this kind in the schools of business. I think the women students ap- 
preciate their sororities even more than the men do their fraternities. While 
there are some difficulties in running the girls’ organizations, I believe it 
means more to the girls, and plays a larger part in their lives. Without it 
they consider the school rather barren. I am glad we have these active or- 
ganizations competing with each other, and I feel sure that they have the 
interests of the school at heart. 

Of the men’s organizations, I would like to say the oldest with us is Alpha 
Kappa Psi, Beta chapter. It has been a strong chapter, very influential. It 
has been an organization which has caused the leading members of the fac- 
ulty to become identified more closely with school life. There is co-opera- 
tion between faculty and students in this fraternity that is very fine and 
helpful. The city of Denver is large enough so that many of our graduates 
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remain and engage in business. These people retain their loyalty to the uni- 
versity and fraternity, and they back the school in everything. As business 
men they are watching what is going on among men who are in school, and 
are trying to help worth-while fellows get into positions. They keep up their 
contacts with the active members, and the school gets their hearty support. 

I should speak of Delta Sigma Pi next. It has come to us more recently. 
Tt already has an active membership as large as the other group, and its 
members are active leaders. Although new to our school, 50 per cent of the 
members of the 1930 graduating class of the school of commerce are mem- 
bers of Delta Sigma Pi. Their men are popular; they are proving themselves 
to be leaders. The competition between them and Alpha Kappa Psi is very 
good. 

I could say the same thing about the girls. I don’t think I shall call the 
roll of these organizations. There is an organization of women called the 
Co-Ed Club that is supposed to take in all women. It is an attempt to take 
care of those people who do not feel they belong anywhere else. There is 
still some tendency to feel that professional sororities’ organizations are ex- 
clusive. The Co-Ed Club, I do not like the name and I suggested a very 
classical Greek-letter name, is an organization which has a very definite 
place in the lives of girls. The leaders look after younger girls as they come 
into the school to see that some older member plays the part of “big sister” 
to Freshmen and newcomers. 

We also have honorary organizations, and very great emphasis is placed 
upon honors, prizes, and recognitions which come from these organizations 
to people who are most deserving in scholarship and leadership. We have the 
Order of Artus which has proved particularly valuable in bringing those 
majoring in economics in the college of liberal arts and sciences into asso- 
ciation with high scholarship men in the school of commerce. It is not now 
so active as formerly on our campus. 

There are these and various other organizations of our students which go 
a long way toward making up the college life which these young people prize. 
They are helpful to each other, and loyal to the school and its program. 
There seems to be a kiad of missionary fervor among these young people in 
favor of our school and its program. They are interested in getting their 
friends to come, telling the people about it, and backing up their own 
members. 

These professional fraternities tie in with the student’s life career. It 
has been said that one should get the greatest values of all from one’s pro- 
fession, one’s actual business life; and these commercial fraternities do tie 
up with the purpose in life and the future career of the person fortunate 
enough to become a member. It is not, therefore, something which only 
plays a part in their lives while in school and which may be forgotten, but 
the student continues to contact his fraternity and to find men in other col- 
leges and other cities who belong to his own organization or similar ones. It 
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is something which will continue throughout his life. The men feel that way 
about it, and they are determined to make it so. We are very gratified by 
that fact. I must say that we have very few problems or points of difference 
with school organizations. We get much help from them and appreciate their 
spirit toward the institution. Perhaps the fact that we have fewer organiza- 
tions and that they are strong is a thing on which we are to be congratulated. 
In the college of arts the attitude is “the more organizations, the merrier.” 
We put on severe restrictions, and we have scores of organizations in that 
department. But the professional fraternities in the school of commerce are 
very business-like; they connect with business; they are really significant to 
the men. The older people, those farther along in their courses, are the ones 
who are naturally chosen. They are leaders, and give tone to the whole 
thing. Thus they have made a very valuable contribution to the life of the 
school. 


ProFessor O. R. MARTIN: 


I hardly know how to proceed in my discussion of this question because I 
feel that it is likely to be of a platitudinous character. There are not so many 
points on which we differ, as there are in certain other phases of the field of 
training for business. 

I might start by describing the situation at Nebraska, not because we 
point to it with any particular satisfaction, but because it serves as a back- 
ground for whatever ideas I may have to express. 

We have the social fraternities, of course, in large numbers. In the college 
of business administration we have the three types of organizations, which I 
assume are more or less typical of all colleges of business. We have, first, 
the honorary fraternities, Beta Gamma Sigma for the men and Gamma 
Epsilon Pi for the women. In that respect it is rather interesting that we 
also have just two members of Gamma Epsilon Pi as appears to be the case 
at Southern California and Wisconsin. The plan is to initiate a new member 
this week. Whether that makes the second or third member I am not sure. I 
would like to express my approval of the desirability of combining these two 
honorary organizations, I see no reason why they should be separated, and 
I feel that both organizations would profit. They are clearly honorary or- 
ganizations and, being such, their activities are necessarily limited. Their 
chief function is to provide a stimulus to good scholarship and a mode of 
recognition of good scholarship. Those two objectives constitute the reasons 
for their existence. If they seek to enter too largely into activities, they are 
in danger of losing their essential character. 

We have the professional fraternities, the two mentioned by Dean War- 
field and which are probably found in all schools—Alpha Kappa Psi and 
Delta Sigma Pi. The girls’ organization is known as Phi Chi Theta. In addi- 
tion we have the more or less specialized fraternities, or at least, some of 
them. We have gone into that field only in a limited way. Whether this is 
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an advantage or a disadvantage I am not prepared to say. In discussing this 
matter with the faculty and the students I think we are at sea as to whether 
or not we might go into that field more widely or whether we are wise in not 
encouraging these fraternities to come in. We do not feel our experience to 
date gives us any definite conclusions. Our chapter of the advertising fra- 
ternity has practically ceased operation. The girls’ advertising organization 
is somewhat more active. Whether that is due to the leaders at this particu- 
lar time I do not know. 

We have Commerce Clubs, one each for men and women. We also have 
an Executive Student Council. Dean LeRossignol can speak with greater 
assurance on that than I can because he meets regularly with the group. He 
feels that it is a very much worth-while organization. In this whole matter 
of student organizations it is very important to distinguish between the dif- 
ferent types of organizations and to keep that distinction very definitely in 
mind. 

The opinion was expressed by our leader that in time the professional 
fraternity is likely to supplant the general fraternity. I am not sure whether 
he meant the general social or the general professional fraternity. (Social 
was meant.) I feel that this is one point on which we can differ. I see no 
evidence of the decay of the social fraternity. Out our way social fraternities 
are expanding rapidly and they are adding to their organizations. It has 
been my privilege to be associated in an intimate way with two or three such 
organizations, and I feel they serve a very distinct need for students. They 
have lost a good deal of their aristocratic or exclusive attitude and have be- 
come democratic; while they have evils, such as their activities in politics, 
on the whole they fill a real need in the lives of students. Most of our stu- 
dents come from humble homes and they need very distinctly the training 
they get in a social fraternity. Everywhere I can observe the improvement 
which occurs in students as a direct result of their fraternity association. 

For several years I served as District Councillor for Alpha Kappa Psi and 
did it with a good deal of enthusiasm. One of the reasons, though not the 
only one, why I severed active connection with that group was because of 
their efforts to move in the direction of a social fraternity. I felt, at the 
time, and still feel, that it would be a serious mistake. I do not believe our 
social life in schools of business should be as restricted as it is apt to become 
under those conditions. While I think professional ambitions are very much 
worth while and our real problem is to cultivate high professional standards, 
yet a social life built around that alone is very deficient. I think the oppor- 
tunity for the college of commerce student to rub shoulders with the student 
from the college of medicine, law, etc., to cultivate a wide range of interests 
as he has the opportunity to do in social fraternities, is something he would 
lose if he were restricted in his intimate social relationships to business stu- 
dents. I feel the professional fraternity has a very ample field, one which 
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makes it very much worth while if it will confine activities to developing 
professional ideals and standards. 

With regard to the other question which I touched upon just a moment 
ago and which the leader discussed at some length I am not so certain, and 
that is the specialized fraternity. We have had invitations, which we prize, 
from all these organizations to establish chapters at Nebraska. We haven’t 
turned them down in any strict sense of the word, but we haven’t encour- 
aged them. I am not sure we are on the right track, but I have the feeling we 
can go too far. The golden mean is the thing we want to arrive at or to ap- 
proximate. If we begin to introduce a great many specialized fraternities we 
add to the big problems we have—the surplus and the complex character of 
such activities. Students do not have time for their studies. If the student is 
disposed to engage in these activities, he finds himself often completely ab- 
sorbed in that sort of thing. I think we need to guard him from that excess. 
We can accomplish the same purpose almost equally well by devoting differ- 
ent sections, different meetings in these general fraternities (Alpha Kappa 
Psi and Delta Sigma Pi) to these specialized fields and cultivate them per- 
haps equally well. 

I feel that so far as our situation is concerned we are typical of most uni- 
versities outside those in metropolitan centers. I do believe the fraternity 
situation in schools located in metropolitan centers is different from the situ- 
ation in the average state university. The character of the students is some- 
what different. Take the school at Northwestern or Denver where you have 
a large number of night students and their situation and needs are entirely 
different from those schools where students are primarily day students. I 
can conceive that their problems would have to be approached in a different 
way. But I feel the work of Alpha Kappa Psi, speaking of it because of my 
more extended contact with it, has suffered somewhat because of the domi- 
nation of chapters located in larger cities. I say that with all due regard for 
the excellent work done by the leaders in those places. It undoubtedly has 
contributed very substantially to the success of such organizations, yet I 
think if we could make a sharper distinction between the problems we have 
to deal with in larger cities and those in institutions located as we are, or at 
Illinois or Iowa, if we could make that distinction, we would probably profit 
thereby. 











HOW MAY THE QUALITY OF INSTRUCTION BY MEMBERS 
OF THE STAFF BE BEST DETERMINED? 


DEAN WILLIAM A. RAWLES, Chairman 


T IS one of the duties of a dean to determine what is the quality 
of the instruction of different members of his staff and I have 
suggested some of these in this outline. 

I do not pretend to say that I have used all of these but they are 
ways which I think we might discuss here. I shall make a few com- 
ments upon these and then throw the subject open to discussion. 

1. Visitation of classes by the dean. I think this is perhaps rather 
rare, but I see no reason why it should not be done. An objection which 
might be urged against it is that it may cause nervousness on the part 
of the teacher, but, if he understands that it is the practice of the 
school, I think the members of the staff will become accustomed to it. 
A more serious objection to it is that the dean may not be an expert in 
the subject which the instructor is handling and he may not know how 
effective the teaching is. Moreover, one or two samples would hardly 
be sufficient. 

2. The testing of students by questions prepared not by the indi- 
vidual instructor but by a group of instructors who are teaching the 
same subject in different sections. That is, give a general examination 
to all sections at the same time. This could be made much more effec- 
tive if instead of each instructor grading the papers of his own stu- 
dents an instructor should grade certain questions in all of the papers 
and then have the results compiled. Of course, this would have applica- 
tion only to courses in which there are several sections. 

3. Inquire into the adequacy of the preparation of students for the 
more advanced courses. This would be applicable only to teachers of 
elementary courses. The teachers of advanced courses, however, are 
sometimes subject to biases and prejudices and they may not be en- 
tirely fair in their judgment of the character of the preparation which 
the students have when they come to them. 

4. Consider the type of examination given to students by a teacher. 
I suspect that you have gone into classrooms and have seen questions 
written on the board and sometimes you have been surprised at the 
character of the questions that have been presented. They may be 
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questions that do not touch the essence of the subject and which seem 
to call for knowledge concerning superficial matters. Here again we 
have the objection that the dean may not know the subject and may 
not be a good judge. It is hardly possible that the dean could be an 
expert in all the subjects which are taught in a school of business ad- 
ministration. 

5. Give the students an examination at the beginning of the course 
and then give them another examination at the end, which should show 
the progress which students have made. In this manner one could see 
whether there is any objectionable overlapping of courses. It would 
probably be suitable in only a few courses. I have never tried this 
method but I know this has been used in some schools. 

6. Ascertain the interests of an instructor. What are his interests 
in his students? Is he indifferent? Is he cynical? What is his interest 
in the progress of the school? Is he co-operative? Does he show a real 
desire to see the school succeed? Is he interested in professional organ- 
izations? Is he a member of an association of teachers in his field or of 
other organizations related to his work? Is he interested in the com- 
munity? 

7. What do a man’s colleagues think of him? How is a man re- 
garded by his colleagues? Do they have a respect for him, and is their 
general attitude towards an instructor courteous and genial and friend- 
ly? You do not have to ask instructors these questions in order to find 
out what you desire to know. You can see what goes on. 

Suppose you bring a new man into your staff and after awhile you 
find that the older men of the staff have little or nothing to do with him. 
You can have a pretty good idea that he is not fitting into the organ- 
ization and that he does not command the respect of his colleagues, 
and probably does not command the respect of his students. You can 
base your decision on these points upon your own observations and 
on comments of students. 

Of course it must be recognized that opinions may be biased or they 
may be based on hearsay or unreliable evidence. 

Instructors do not like to talk to the dean about others, but if the 
relation between the dean and the instructors is cordial these things 
will appear without any intention on the part of the colleagues to be 
tale bearers. 

8. The attitude of students toward an instructor. Students’ com- 
ments on instructors may be obtained in response to inquiries from 
the dean. Such inquiries, of course, should be made in a tactful way. 
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Besides, you have the spontaneous expressions of opinions by students 
which often are quite significant. 

The objections to this way of ascertaining the quality of a teacher’s 
work are these: This method may create in the minds of students a 
feeling that the dean is suspicious, which would be an unfortunate im- 
pression. Also, it may create in the minds of the teachers an impres- 
sion that the dean is trying to get evidence against them; and, of 
course, students may be prejudiced against teachers, especially if the 
teachers are severe. All such evidence would have to be weighted with 
care. 

g. The general attitude of students toward an instructor. Is he 
elected to membership in professional fraternities or in Beta Gamma 
Sigma? Do the best students avoid a teacher when there are other 
teachers under whom they may take a required course? Do the best 
students choose elective courses under him? In this case the subject 
matter of the courses must be considered. 

It is rather convincing evidence even to an instructor who is giving, 
for example, a beginning course in personnel management and also an 
advanced course in it, to have in the beginning course, which is re- 
quired, several sections of fifty or sixty or ninety students and in the 
advanced course only three or four students. That certainly ought to 
be pretty good evidence to the instructor himself that he has not been 
very effective in giving the first or preliminary course. The position 
of a teacher is somewhat analogous to that of an ambassador, that is, 
he cannot perform the work which is expected of him so long as he is 
persona non grata. 

Here again we have to avoid the danger of giving instructors the 
impression that their courses must be popular and therefore they must 
sacrifice the quality of their work and cultivate popularity among their 
students. 

10. Use a questionnaire submitted to graduate students to be filled 
out without their signatures, calling for their opinions concerning in- 
structors. Three questions may be asked: Is your opinion favorable, 
unfavorable, neutral? State your reason for answer. 

A similar questionnaire might be given to undergraduate students. 
I know of one school in which the members of the faculty agreed in 
advance to make a survey of themselves in this way. The dean of that 
school told me that he was included in this survey and that several 
students criticized him. He took it all in good part, as the entire fac- 
ulty did. There was no hostile feeling in regard to the matter. They 
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felt that this was a fair way to determine whether or not they were ac- 
complishing with their students what they were expected to do. 

11. The members of the faculty may agree to visit the classes of 
one another and later discuss their reactions. It would probably be 
fair to notify teachers in advance of their visits. This cannot be done 
unless there is a good spirit of co-operation and fair play and a convic- 
tion that every man will be treated fairly. 

12. The attitude of alumni toward a teacher. I think that is a 
very good way of getting an impression of the quality of a teacher’s 
work. Alumni will talk to a dean or write to a dean more frankly than 
undergraduates or even graduate students will. The relations are more 
confidential. One might get quite a definite impression where nothing 
specifically is said. I have no doubt but that you all get letters from 
alumni telling about their work and frequently asking about their 
former teachers. But over a period of ten years you find that no alum- 
nus ever asks about Mr. X. The very fact that he is never mentioned 
in the letters shows that he never made a very deep impression upon 
his students. When a new instructor is brought in after these students 
have graduated this could not apply. 

13. Respect of business men for a teacher in a field or fields in 
which the business men are interested. Do these business men men- 
tion favorably in their correspondence or conversations these teachers? 
Do these teachers ever get invitations from business men to address 
meetings or visit plants? This is a kind of negative evidence but rather 
reliable. Here is a man who is in demand; he is called upon frequently 
to give his opinion on accounting problems, for instance, or he is 
asked to attend a meeting, say, of retailers to discuss certain problems 
that they have—in such a case you have some evidence that such a 
teacher is doing his work well. 

14. Productiveness in writing. This is a test which is quite gener- 
ally used, but it has been my observation that this test will have to be 
applied with some discretion. I think we have frequently seen that the 
man who is most productive is a poor teacher. I have known of cases 
where the most productive has been the poorest teacher. On the other 
hand, the teacher who produces little may be a good instructor. 

15. Later success of students in business life. This is applicable 
only in restricted fields, especially in those fields which are more or 
less technical. I think that we might say that if a man is trained in 
accounting and goes out and makes a success, it is pretty good evi- 
dence that the department, at least, has done its work well. However, 
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here is the difficulty: a man’s success depends so much upon his per- 
sonality and upon all of the knowledge and training and experience 
that he has had that it is difficult to apportion the credit for this gen- 
eral success among the respective teachers whom he has had in his col- 
lege or university. 

16. Use of a score card, the rating being made by the dean, by the 
teacher himself, or by both, or by students. There are such score 
cards; here is a sample. I have never used this one. Probably some 
of you have, or you may know of other schools which use similar cards. 

My own conclusion in regard to this matter is that one’s judgment in 
regard to the teacher is a composite that is made up of a great many 
elements and has a considerable element of “hunch” in it. Whatever 
methods are used, tact and discretion will be needed to avoid creating 
in the minds of the faculty and the students the idea that the dean is 
attempting to discover something which may be used unfairly against 
a teacher. On the other hand, the idea that the dean knows what is 
going on and is being watchful will serve as a very good tonic. 

This question is now open for discussion. Since Dean Cox and Dean 
Spencer are absent we will now hear from Professor Hyde. 


ProFEssorR D. CLARK HybDeE: 

It seem.s to me that there is little left to be said—-Dean Rawles has de- 
scribed the various methods of evaluating teachers, their work, and their in- 
fluence. Certain significant omissions, however, brought a feeling of relief. 
I do not think that any teacher worth his salt objects to having his work 
evaluated; but I do know that there has been among teachers a decided ob- 
jection to the employment of certain methods, particularly in the matter of 
eliciting student opinion. Dean Rawles has indicated the dangers that lie in 
this field; and I feel that these dangers are diminished when the dean con- 
ducts his own investigations. Sometimes, however, a minor administrative 
officer, such as a young secretary, rather popular on the campus, goes round 
to fraternity houses, eating houses, and other places to talk to the students 
about their professors. Sometimes what he hears is retailed to the dean— 
sometimes what he wishes he had heard—and no matter how carefully this 
information may be handled, I think that the teacher is right in his objection. 
No teacher has, I repeat, any right to object to evaluation by a superior 
officer; but investigation by a man of the same or of inferior rank is an en- 
tirely different matter. 

I think, gentlemen, that we are all agreed that the use of a “listening 
post” is hardly fair. Personally, I would much rather have in my room a dic- 
taphone that could be turned on at any time. Our architect, at the University 
of Virginia, solved the problem for our authorities. When he built our class- 
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rooms he put plain glass in the doors; and now anybody in passing can at 
least see the attitude of the students. This stimulates the teacher, especially 
when he detects signs of drowsiness in a gentleman at the back of the room. 

Now we come to the question of the questionnaire. Here, too, perhaps, the 
teacher has a right to ask “Have the gentlemen signed their ballots?” The 
students may be assured that their opinions will not be made public and that 
all information will be held as confidential; but I do feel that the signature 
is, to some extent, a guarantee that the man means what he says—it certainly 
is a protection against spite work. Then, too, there is the unfortunate cir- 
cumstance when the questionnaire arrives just after a batch of low marks has 
gone back to the students. As they say in Japan, “We are very sorry for the 
teacher.” 

I was reading, the other day, in the journal of the American Association of 
University Professors an excerpt that contained a suggestion that seems to 
me to be very timely.—After all, is not the question of evaluation, particu- 
larly in the case of younger men, a question of training?—-The suggestion was 
that when a young man comes to an institution he should, when possible, be 
associated with an experienced teacher. Let them be jointly responsible for 
the work of the course; let the younger be in the classroom when the elder 
is working; and then both aid and evaluation may be secured without “loss 
of face.” As I look back through the years, I have distinct recollections of 
wishing for just that type of relationship. The inexperienced teacher feels 
the need for something more than good wishes and the assurance of support 
in time of trouble. 

I think that the general impression left upon me by this paper is that a 
great deal depends upon the dean. Certainly this officer has at his disposal 
adequate ways and means of checking and evaluating the work of the staff. 
The dean, as most deans are, I hope, is a man who has been appointed to his 
position after long years of service during which he has accumulated much 
wisdom and discretion in the use of methods. His is the final responsibility 
for the proper use of ways and means. 

Then, too, it does seem that this discussion does give some hope to those 
of us who through some funny kink in nature like to teach much better than 
we like to do anything else. We regard ourselves primarily as teachers, even 
if we do hope at times that our work will some day result in a worth-while 
book. In the old days, some of our friends looked upon us with pity as mem- 
bers of the lay branch of the brotherhood of scholars. They said that the 
dean did not know the exact value of our teaching, and that the president of 
another institution was without means of detecting superior teaching ability 
in men seeking avenues for promotion. 

The fact that this association is studying this question and is trying to find 
ways and means for the evaluation of teaching is encouraging. As a humble 
teacher, I welcome the beginning of this investigation and hope that it will 
bring fruitful results. 
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DEAN GRIFFIN: 

You may be interested to know that the faculty of the school of business 
administration of the University of Michigan is just now working on a ques- 
tionnaire which is to be submitted to the students. If any of you are inter- 
ested in the results which we find and would like to know whether it worked 
out well or not, if you will write to me after the first of June (1930) I shall 
be glad to give you our evaluation of our results, and to tell you whether we 
think it is successful or not. I have every hope that it will be successful. A 
faculty committee suggested it and a faculty committee is working it out 
with me. We have spent a considerable amount of time on it. We have called 
in a selected group of students, and asked them to suggest questions that they 
would like to have asked. I have already seen some evidence of a good reac- 
tion on student morale. They know that the faculty is interested in seeing 
what they think about the quality of instruction and types of courses. We are 
not confining the questions to quality of instruction. We are not trying to 
find out unfavorable facts about instructors, any more than we are attempt- 
ing to find favorable facts concerning them. 

Certainly, as Professor Hyde implies, the question of evaluation, and the 
method used, turns largely on the wholehearted participation of the faculty 
in the plan and on the confidence felt in the dean. The dean in this matter as 
in others must be a representative of the faculty. 


DEAN RALPH HEILMAN: 

I should like to comment upon the sixteenth point—the securing of stu- 
dent opinion. I am inclined to believe that most faculty members are in- 
clined to resent this. There is something to be said in its favor if the ques- 
tionnaire calling for student judgment is confined to a group of hand-picked 
men from among the best students. The method we have employed upon one 
or two occasions is to call in members of Beta Gamma Sigma. (Since our 
institution is limited to the upper two years, there are only about twelve or 
fifteen members.) We have asked them to meet as a body and discuss the 
teaching methods and the courses, and as a result of their deliberations, to 
submit to us the opinion and recommendations of the organization. The or- 
ganization has taken the request very seriously. In response to this request 
they have held several meetings over a series of weeks and have submitted to 
us the full, frank statement of criticisms, comments, and suggestions with 
regard to curriculum, personnel, and teaching methods. I am inclined to be- 
lieve that student opinion which represents the judgment of the best students 
is of substantial value. I believe greater importance could be attached to it 
than to a score card filled out by the dean or his colleagues. 

With reference to point fourteen—productiveness of teachers—I doubt 
the value of this as a criterion for judging qualities of instruction. I should 
be the last one in the world to underestimate the importance of research and 
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contribution to the literature of a subject. But I cannot escape the convic- 
tion that we are placing undue emphasis upon productiveness as a measure of 
teaching ability. I am wondering whether we can obtain the type of instruc- 
tion which we desire until we, as administrators, become willing to base 
recommendations for advancement and promotions in salary and rank upon 
the quality of teaching by members of our staffs, to the same extent that we 
base them upon productive contributions. 

I am not sure but that we should have two types of professorships—tre- 
search and teaching. Such an arrangement would insure advancement and 
promotion to superior teachers as rapidly as to superior research scholars. 
We may not come to this division, but if that is not practical we are hardly 
in a position to criticize and condemn ineffective teaching, while at the same 
time we hold forth the prizes of the profession only to those who distinguish 
themselves by production. 


ProFessor G. M. FULLER: 

I hesitate to say anything because I come from a technical school rather 
than a business school, but I mention it because our experience seems to con- 
firm what Dean Heilman said regarding the ratings by students. I doubt if 
there are very many schools where the staffs have been rated by the student 
body as consistently as at Ames. They have been doing it there since 1925. 

Over these five years we have used about nine and possibly ten of the six- 
teen methods of evaluating listed by Dean Rawles. These tests have been 
applied at different times and there has been a surprising correlation between 
the various methods of testing. There has been a very close correlation be- 
tween the results of the student questionnaire in which an instructor is rated 
on seventeen points. 

The instructor is not required to use this rating sheet unless he wants to. 
The dean will furnish him with the blanks and each member of the class will 
be given a blank and an envelope. He fills out the blank, places it in the en- 
velope, and seals the envelope. This is then tabulated by a council which 
agrees to keep the report confidential, except a report of the tabulated results 
is sent to the head of the department, to the dean and to the individual in- 
structor. 

There have been many voluntary requests from instructors for these rat- 
ing sheets. They are used in practically all of the classes in the engineering 
college every term. The feeling is that the rating sheet has been beneficial. 
The value of the ratings was questioned when it was started, but we feel that 
the quality of teaching has been decidedly improved as a result of the rating 
of teachers by the students. These ratings are not signed. 

There is one thing on which our rating sheet does not ask the student to 
rate a teacher, and that is the clarity and the definiteness with which the 
instructor states the objectives of the course and the effectiveness with which 
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he accomplishes those objectives. We have never included that point but I 
believe that we should. 
GriFFIN: What is yours, a questionnaire? 


FULLER: Yes. 
GrirFIN: Did you find any correlation between productiveness in re- 


search and success in teaching? 
FuLLER: That has not been studied, but some outstanding men in re- 
search on the campus get the lowest rating by the students on their class- 


room work. 








THE FUNCTIONS OF A BUREAU OF BUSINESS RESEARCH 
IN A STATE UNIVERSITY 


DEAN C. M. THOMPSON, Chairman 


EAN HEILMAN called me on the telephone several weeks ago 
and asked me to take part in this conference. I was glad to 
do it for his sake, and also because I have been interested in 

the Association since it was first started. Unfortunately, I know 
scarcely anything first-hand about the subject under consideration. 
Nominally for the last ten years I have been director of our bureau, 
and during that time we have been as active as we could be consider- 
ing the amount of money available. I have had a man who has had 
active charge of it, assistant in name but really the director. He is pres- 
ent, and I am going to ask him to tell you what we are doing. I say 
that because, after thinking the matter over rather carefully, it seemed 
to me the important thing we ought to find out is what you gentlemen 
are doing in your bureaus. I am reminded of that famous American 
who said to some one that he covldn’t hear what he said because his 
actions were speaking so loud. 

I suppose Dean Heilman had in mind that the bureau located in a 
state university was perhaps hedged about and restricted somewhat 
differently from those in privately endowed institutions. Professor 
A. C. Littleton in our department of accounting is my assistant direc- 
tor, and I am asking him to make such statement as may seem perti- 
nent, a statement somewhat in the form of an introduction to our gen- 
eral discussion. 


Proressor A. C. LITTLETON: 

I did not realize that the dean’s invitation to come up with him carried 
with it the implication that if I should say anything acceptable he would 
adopt it as his idea and if I said anything which was not just right that it 
would be ascribed to me personally. Well, I don’t mind the responsibility; I 
know the dean. In actual practice he is more likely to reverse the process. 

I thought as I looked at the subject for this discussion that the thing which 
the program committee had in mind was to emphasize the state university 
part of the assigned subject in order to distinguish between the functions of 
bureaus there and in endowed institutions, and to give the members present 
an opportunity to express their opinion as to whether or not the location of a 
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bureau of business research in a state university made any difference in its 
functions, and if so, what that difference was. 

When we started business research at Illinois we kept before our minds 
that it was being done in a state university. Personally I am not altogether 
sure just how far that thought has modified our development. Perhaps if I 
stood here long enough I might find some things coming to mind which would 
indicate that we had been influenced one way or another and in some degree 
or other in our policies by the fact that we are a state university. 

I was going to say that when we started the bureau we laid down three 
items under the general head of the purposes. Perhaps that would be just as 
good an introduction to the general topic as any I could offer; it might lead, 
as directly as anything I could say about our own work specifically, to the 
exchange of opinions as to the type of research we do. 

The purposes of the bureau at Illinois (which are printed on the inside 
front cover of every bulletin issued) are: First, “to study and as far as pos- 
sible to explain economic and industrial conditions within the State.” It 
seemed to us that we had a certain obligation, if we were going to do research 
work in a state university, to give some specific thought to conditions within 
the state, and so we laid this down as one of our fundamentals. We may have 
failed in carrying out that purpose. That is somewhat a matter of opinion; 
perhaps it is still too early to judge. Perhaps if someone other than myself 
had been connected with the bureau—someone in a field different from ac- 
counting—we might have done more in that direction. But it was certainly 
clear that we ought to be conscious of the fact that we were a state univer- 
sity. It has this limitation, however: that the geographic boundaries of the 
state are artificial economic boundaries and it is very difficult to make good 
research studies and confine the data within those artificial boundaries. You 
can see how this would work with Chicago at the northern end and its terri- 
tory of influence spreading through two or three other states. There is a sort 
of obligation, at least we think so, to study the area within the state; and yet 
there is the difficulty of doing an effective piece of scientific work if we have 
to limit ourselves by these boundaries. 

Second, our purpose is: “to direct attention to experience-tested prac- 
tices of good business management.” I think we have that obligation to our 
constituency because the bureau in a state university is connected with a 
teaching institution; and in a certain sense its bulletins, circulars, monthly 
publications, if they analyze business conditions, are messages from a teach- 
ing institution, an educational institution—not quite like an extension divi- 
sion would be in conducting classes and directing reading but nevertheless 
quite educational in function. We have tried to bear that in mind as one of 
the purposes of the bureau, and when we are choosing subjects and writing 
up research material we try to think of the reader and to direct his attention 
to new things, not because they are new but because they may be worth think- 
ing about, and to old things, not because they are good or good because they 
are old, but because they have been tested by experience. 
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In the third place our purpose is: “to investigate methods for securing 
the best executive control of business.” That is somewhat directly associated 
with the second purpose. Emphasis here is on the executive control. My in- 
terpretation of the meaning here is that the heart of any business is executive 
control. To my mind business research, if it is going to be effective and per- 
form a real service to business, should provide at least raw material, not to 
say partly finished products (I mean information partly digested, arranged, 
organized, into a form more intelligible to them than in the raw stage). Such 
material, worked over and presented is very largely executive material. 

These three purposes, which we carefully thought over and finally decided 
to adopt, we have tried to follow as our guiding principles in selecting the 
studies we have made and in presenting them. We have not attempted in any 
way to follow arbitrarily any division of subject matter—I mean to appor- 
tion our bulletins among these three purposes. But I think a classification 
could easily be made of the bulletins into these three groups. 

I do not want to take too much time because if I talk too much I will 
show that, although I am assistant director, I do not know very much about 
business research. Assistant directors, according to my experience, have not 
been able to do much research. I have been kept busy keeping other people 
researching and being rather critical of their work. I have not been as con- 
structive as I should have been and for that reason, if for no other, I should 
cut my remarks short. 

I would add this, however, I hope the discussion will bring out further the 
innate differences between research bureaus in endowed institutions and state 
institutions, if there are such differences. That, I take it, should be the prime 
purpose of this discussion. 


ProFessor S. L. MILLER: 

It seems to me a bureau of business research in a public institution differs 
on its very face from a bureau in an endowed institution with regard to two 
points. First, the matter of support. Your bureau of business research in a 
state university is dependent primarily, and so far as we are concerned whol- 
ly, upon appropriations from the legislature for activity. In the second place, 
the clientéle of a bureau in a university differs from that of a bureau in an 
endowed institution in this essential: the clientéle, as Professor Littleton 
suggested, of the state university is very definitely defined by the nature of 
the case. If the bureau at Illinois is supported by the state and the bureau 
at Iowa is supported by the state, then obviously the work of those bureaus 
must be directed essentially toward the study of Illinois and Iowa problems 
respectively. So while the bureau in an endowed institution may within lim- 
its select its clientéle, ours is selected for us. 

There are certain consequences, it seems to me, of these two differences. 
In the first place, we may have in the one case a high degree of concentration 
of effort. If the bureau of an endowed institution decides to devote its en- 
ergy to one particular problem, if it seems expedient to do that, it can be done 
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without occasion for complaint. On the other hand, the bureau in a state 
university has calls made upon it by so many different groups and by such 
diverse groups that it would certainly seem to be inequitable for a state uni- 
versity to confine its efforts within narrow bounds. In the second place, I 
think there is the problem of a scholarly appeal as against popularization. 
The bureau in a state university, as we all know, sometimes to our regret, is 
dependent upon the favor of the administration for its financial support ; the 
administration in turn must go to the legislature for funds, and except as the 
work of the bureau is popularized to a certain degree the opportunity to se- 
cure funds is minimized. Therefore there is the constant temptation, a much 
stronger temptation for the bureau in a university, to lean toward populari- 
zation in its work than for a bureau in an endowed institution. If it does not 
yield to that temptation, it means there are some rather strong necks and 
courageous spirits dominating the policy of the bureau. 

Another thing which tends to make for popularization of work in the case 
of a state-supported bureau appears in the pressure upon it to perform what 
might be regarded as extension functions. I will say more of that in another 
connection; but we find that our bureau, and I dare say others have had a 
similar experience, frequently is asked to do everything from sending a 
speaker out to beat the tom tom at some chamber of commerce dinner to 
directing a survey in the interest of industry or trade in some particular com- 
munity. These are essentially extension functions, and yet we are asked to 
do them and, since no other group is qualified to do that type of work, we 
have to yield in some measure to those requests. 

A third consequence of these differences between the bureau in the en- 
dowed and in the state school appears in the matter of independence of ac- 
tion as against political expediency in the selection of subjects. Possibly 
some of the rest of you have been more fortunate, but we have discovered in 
Iowa that certain subjects are just not to be mentioned. In other words, 
there is a very definite taboo upon certain topics that might anger certain 
individuals or might displease certain important business interests or some 
other catastrophe might occur which would imperil the university’s appro- 
priation at the next legislature. Or, if we are permitted to take up certain of 
those subjects having a controversial aspect we must handle them gingerly. 
We must treat the least controversial aspects of them. I have in mind the 
subject of taxation. I think all of you know the rather unusual opportunity 
for careful, scholarly study in that field, and the benefits which might come 
from such study. And yet I do not recall that any large number of studies of 
taxation have crossed my desk, and certainly no study of taxation by our 
bureau has crossed yours. We hope that in the near future such a study will 
come to you, but I can assure you it will be examined very carefully before 
it goes out with a view to removing any political T.N.T. that might be found 
in the pages. 

In these three matters it seems to me the bureau of research in the en- 
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dowed institution and in the publicly-supported institution differ rather dis- 
tinctly. On the whole, it seems to me, the advantages lie with the institution 
in the endowed school. Perhaps I feel that way because I face the problem 
from the standpoint of the state-supported bureau. Perhaps others of you 
will have a different slant. 

As to the functions of a bureau in a state university: we have conceived 
our function that of serving primarily the interests of the state, just as Mr. 
Littleton suggested. We are consequently concerned exclusively, or very 
largely, with state data. To date our organization has issued but one bulletin 
which deals with what you might term more than a state problem. The last 
bulletin issued dealt with the migration of industry in the United States, but 
we were led into that study because of its significance to Iowa as an aspiring 
industrial state. It was a step in the direction of a study of an Iowa problem. 
One of the studies soon to appear will be a comparison of utility rates, involv- 
ing the examination of those in Iowa, Illinois, and Wisconsin; but we have 
gone into adjacent states not with the thought of developing anything of gen- 
eral value, but we wanted a comparison of rates determined under other con- 
ditions than those in Iowa. We consider our function to be a state function. 
I hope that after we have devoted a considerable degree of attention to the 
state we may be able to undertake studies of a broader character; but we 
have deliberately and purposely confined our efforts to subjects essentially 
of interest to Iowa during the early years of our organization. 

In the second place it is our function to perform those types of work less 
likely to be done by business groups. For example, we have made a study of 
the industrial growth of Iowa; others of insurance, labor attitudes, and busi- 
ness activity; and now are interested in studies of taxation and utility rates. 
None of these studies was likely to be made by a business group. Further, if 
such studies had been made by a group, there was no assurance that they 
would have been adequate or impartial. The Iowa Manufacturers’ Associa- 
tion might very properly make a study of taxation in Iowa, but however im- 
partial it might seek to be with regard to matters of taxation, I would not 
accept nor would you the findings of that Association with regard to the 
Iowa tax system as an impartial judgment. 

In the third place, we seek to serve business interests of the state as a 
whole. This we have sought to do through releases of comments upon busi- 
ness conditions in the state, and recently through the institution of a month- 
ly bulletin which goes out to a large number of business men throughout the 
state. This digest is paralleled by digests and summaries of a large number 
of other bureaus; it is hoped it will give a more comprehensive understand- 
ing of the business situation to Iowa residents. 

We have also sought the co-operation of organized and functioning groups 
in the solution of problems which face them and their co-operation in the 
accumulation of valuable data. We found it difficult to secure that assistance 
from certain of these groups. Even though there are organizations operating 
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effectively, it seems difficult to convince them of the need of co-operative 
effort. So we face a campaign of educating the public before we can crash 
through and give them the assistance I feel an organization such as ours 
should be able to give. Progress there has been relatively slow also. I am 
inclined to believe that patience is one of the important ingredients in ac- 
complishing anything through these bureaus. 

Another function, one I feel we cannot afford to neglect, is that of the 
stimulation of the collection of valuable data, or data of a more valuable 
character where it is being collected. We hope we can go to our state de- 
partments in a friendly way and suggest improvements in their methods of 
handling data available and so secure for the state and for our own purpose 
more valuable material with which to work. 

Our bureau has sought to reach the state in various ways. We have sought 
this through the various bulletins that are put out. The problem of working 
out a mailing list for each bulletin presents a difficulty. We have a certain 
standard mailing list to which we send all materials; we have a special mail- 
ing list, one made up with a view to the interest which will be shown in the 
bulletin on hand for distribution. We have also sought to obtain newspaper 
space in order to give publicity to findings of the bureau and its suggestions. 
We have sent speakers out to business groups over the state, all the way from 
community clubs to the Manufacturers’ Association. We utilize every Mon- 
day night a radio hour, attempting to give something of value to business 
men generally or to some specific group. 

We have been disappointed, or perhaps I should say we were too optimis- 
tic, as to the speed with which the bureau would find itself, the speed with 
which it would gain recognition throughout the state. At the end of the first 
year I was bitterly disappointed with results and felt completely discouraged. 
After that I did not expect quite so much, but I do feel that as the result of 
constant endeavor the work of the bureau is receiving recognition through- 
out the state. And in time I feel we shall be able to co-operate with and as- 
sist more effectively the business interests, industrial and commercial, of the 
state. 


DEAN D. E. FAvILLeE: 

I am not so fortunate as Dean Thompson in having an assistant to do the 
work. I think what Professors Littleton and Miller said sets forth the differ- 
ences between state and private bureaus, so far as research is concerned. 
Perhaps the best I can do is state some of the things we have done and are 
trying to do at the University of Oregon. 

The bureau of business research at the University of Oregon is supported 
by a special university appropriation known as the business survey fund. 
The bureau is under the direction of the dean of the school of business and 
we are definitely committed to using the funds in studies that will help fur- 
ther the industrial and foreign-trade development of the state. In addition to 
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our appropriation to carry on field work through full-time research agents, 
we are able to rotate members of our regular staff on research work, releasing 
them from a full teaching load for part of the time. Since our staff is on a 
nine-months salary basis, we are also able to put them on research projects 
during the summer and pay them extra salaries, the same as if they were 
teaching in summer school or working in the employ of private firms. 

Our funds have been sufficient in the past year to make several rather 
comprehensive studies. For instance, we have taken an industrial audit of the 
state, making an analysis of the industries which have located in Oregon in 
the past twenty-five years with a view to discovering which industries have 
prospered and why, and what industries have fallen by the wayside and the 
reasons for their failure. We have found the study of distinct interest to the 
infant industries in the state and to the “smokestack” committees of the 
various commercial organizations who have been operating blindly in trying 
to bring new industries to Oregon. That may seem like quite an undertaking, 
but you must remember that Oregon has a population of less than a million 
and is an agricultural rather than an industrial state. 

Another study we have made is of the exportable surplus of Oregon, tak- 
ing a sort of physical inventory of the goods that are available for shipment 
out of the state and making recommendation for the development and more 
efficient production of goods for which there appears to be a demand outside 
of Oregon. 

Our municipal accounting systems are in bad shape, and at the request of 
the Department of State we have just completed a study of the various sys- 
tems in operation with recommendations for a standard system applicable to 
all of the smaller cities. 

You may see from these three studies that we are trying to do work that 
will be of as widespread value as possible, and to avoid a tie-in with indi- 
vidual business interests. There is nothing very profound about it. Strictly 
speaking, it is scarcely research, but simply assembling and interpreting facts 
and pointing out in an impartial way some things which need to be done if 
the state is to forge ahead industrially. 

We have made some studies of a more specialized nature than those indi- 
cated; such as an analysis of the operating costs of master plumbers, a study 
of the fiber flax industry in Oregon, a furniture manufacture study, and an 
analysis of the operating standards of six of the chief retail trades in the 
state. These have all been made in the past year. Most of our studies are 
published and are available free of charge to anyone interested. We also have 
the problem of developing a suitable mailing list, but we have little trouble in 
getting publicity since we have an organized publicity service in the univer- 
sity and have a very good outlet there. Our investigations are all of local 
character, limited to the interest of Oregon or the Pacific coast, and we are 
likely to continue on that basis as long as we secure our funds through legis- 
lative support. 





II4 ANNUAL PROCEEDINGS 


We are constantly besieged by private interests wanting research work 
done, and have thus far refused to consider such projects unless the results 
promise to be of general interest and the individual is willing that the study 
be published for public distribution. A little over a year ago we made a sur- 
vey for an advertising agency of the advertising practices of substitute 
building material associations. The results were of interest to the lumber 
distributors in Oregon who have been backward in defending lumber against 
encroaching substitutes. The advertising agency in this case paid for the 
work, including all direct costs and an estimated amount for overhead. 

We have found when we tie-in with private interests that they are likely 
to be more desirous of trading on the prestige of the university name than in 
putting to use the findings we have made for them. Thus, the plumbers have 
used our cost figures to justify their high charges rather than to try to reduce 
them. 

We have the problem, too, of vested interests who do not want their cor- 
rupt practices brought to light. In this regard, while we are not looking for 
opportunities to pick a fight, we are prepared to rake out as many skeletons 
as there are closets holding them, and trust to the best judgment of the ma- 
jority to back us up. I believe it is the function of the bureau to pick and 
study those problems which it believes need attention and to operate inde- 
pendent of business interests, except as they may contribute in an advisory 
capacity. 

You know when Amos was to make his speech before the Knights of the 
Mystic Lodge the other night, he asked Andy what he should say and Andy 
replied, “‘Tell ’em sumpin’ dey doesn’t know.” “Well, dey doesn’t know dat 
Ruby Taylor’s father is sick out in Buffalo,” was Amos’ comeback. 

So it is with research: the people of Oregon don’t know that Ruby Tay- 
lor’s father is sick, but they are going to know it before we get through with 
our research program. 


DEAN GRIFFIN: 

It has been enlightening to hear the difficulties some of you are having. I 
dare say the thought rarely passes our mind in Michigan that we are operat- 
ing in a state institution. It ‘s true that our financial support comes from the 
state legislature but not in a special appropriation. I don’t mean to imply 
criticism of the situation that exists in some other schools, but merely to sug- 
gest that those difficulties do not exist in Michigan and I wonder if they are 
inevitable. 

I am wondering if you cannot sell the citizens of your states on the idea 
that the university is performing the greatest service when it develops scien- 
tific research, and let it go at that. I wonder if it is necessary to give direct 
service to every grocer or plumber or other particular groups in order to 
convince them of the value of the work which you are doing. It seems to me 
it is unfortunate if that is the case. 
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I do not think there is a great distinction between the type of research 
work you can do in a state institution and the type you can do in an endowed 
institution. You don’t expect professors of history to do research only in the 
history of Iowa, nor geologists to study only Iowa geology, nor chemists to 
do chemistry of Iowa, etc.; and it seems to me there ought not be this limit 
in business research. 

If these limitations upon your activities were removed, probably you 
would still find your most interesting subjects right here in the state. We 
have made two or three of our studies in the state of Michigan—the labor 
turnover in the Michigan area, another study for the Detroit area, and we 
have studied the automobile industry perhaps more than any other industry, 
but never with the thought that we had to do it because we were in Michigan. 

THompson: It seems that what you had in mind was less important than 
what you did. Have you any bulletins that had nothing to do with Michigan? 

GrirFIN: The one on “The Life History of Automobiles”; a study of 
normal relations between real-estate subdivisions and populations in nine 
urban regions of the large cities of the United States, only one of which was 
in Michigan; another on cost of operation of commercial research depart- 
ments throughout the United States; another on the use of suggestion sys- 
tems; another series which is coming from the press is on the occupational 
statistics of women in the industries and professions of the United States. In 
fact the only one I can think of which is limited to Michigan is a study of 
business indices in Michigan. 

THompson: None of those are controversial. There are two aspects to 
consider; one is clientéle and the other, controversy. I always envy the biol- 
ogist who can take out his frog and play with it without arousing public crit- 
icism. 

GRIFFIN: Very true and still I do not recall a proposal that has ever been 
rejected on that score. 


Dean W. E. HortcukIss: 

I wonder if you are not assuming a greater freedom from constraint on the 
part of the endowed institutions than is actually the case. It seems to me 
that all institutions are at times under the necessity of considering the po- 
litical expediency of undertaking a particular piece of research. Take, for 
instance, the two contentious subjects, public utilities and labor, what to 
investigate in these fields, and how, may frequently require much wisdom to 
back up our striving after truth. However, these subjects, although conten- 
tious, are not necessarily dangerous. Is not the real question as to what a 
bureau of business research should undertake or not undertake, whether in 
a state university or in an endowed university, one of expediency and timeli- 
ness in reference to the clientéle which the particular university undertakes 
to serve. Furthermore, is it not, in general, true that the expediency or inex- 
pediency of dealing with a particular subject is largely dependent upon the 
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character of the investigation. Even an investigation which brings to light 
facts that are unpalatable to certain interests will usually be accepted with- 
out prejudice to the organization that makes it if the facts are presented from 
a background of unimpassioned scientific accuracy and fairness. No bureau 
of research that is associated with an outstanding university business school 
is likely to be interested in muckraking. On the other hand, I cannot feel that 
these well-organized bureaus of business research are likely to feel a need 
of being timid about the subjects they are to investigate. 


Proressor S. L. Mitter: In response to the comment of Dean Griffin: 
Our determination to confine our studies largely to subjects of prime concern 
to Iowa was self-imposed. It did not come from the university administra- 
tion. Rather, we felt that, considering the source of our funds, it would be 
desirable during the early years, as a matter of strategy and as a matter of 
developing a new field, to so confine our efforts. But we expect, and I am 
sure there will be no complaint, to extend the scope of our studies and make 
studies only incidental to Iowa. 

THompson: I am not sure what would be gained by intensifying research 
in one area. If we are not careful, endowed institutions would be doing the 
same thing and it would be a calamity. 

Dean R. P. Brooks: I think there is a good point in the idea of restrict- 
ing your studies. I have in mind the cotton-mill situation. It would be a 
most hazardous thing for our bureau to attempt to study labor conditions in 
that state; we could not attempt to study that situation at all, because of the 
feeling on the subject. The matter of taxes is different; we are attempting a 
study of that kind and do not anticipate any public upheaval; we would on 
the labor problem. 

THompson: My opinion is that before we meet again Mr. Miller either 
will be more secure in his position or will be blown out of it. Most of us 
would not dare deal in our state with the two subjects they are contemplating 
on utility rates. Professor Littleton is going back to his work and carry with 
him something eminently worth while. I only hope that in the years to come 
we may be able in these meetings to have similar discussions. It would be 
worthless to have a single discussion and get a starting point and then forget 
about it. I have not any influence with the program committee, but I hope 
those of you who do have will see that they put this same subject back on 
the program. 

















WHAT TECHNIQUE SUBJECTS SHOULD BE OFFERED IN 
THE FRESHMAN AND SOPHOMORE YEARS? 


ASSISTANT DEAN HAROLD G. SHIELDS, Chairman 


N A discussion of this type one might first define the term tech- 
nique subject. Precisely what is a technique subject in business 
education? A technique subject in our field might be defined as 

one which develops certain skills or knowledges, definite in character, 
by which one might perform, solve, or analyze certain problems. Other 
work, obviously enough, might be classified as background or infor- 
mational quite different from technique or skill subjects. An all-em- 
bracing concept of technique subjects might conceivably include such 
work as English or economic history, yet ordinarily such subjects are 
not so regarded. The definitely technique subjects in our field fre- 
quently offered during the junior-college years are accounting, ele- 
mentary economics, and statistics. Perhaps the most troublesome 
question is the matter of elementary economics as a technique subject. 
Regardless, however, of how we think of certain subjects and of our 
definition of a technique subject, the important issue is what shall we 
set up as a prerequisite, what skills and knowledges would we have our 
trainees obtain during the junior-college period? 

The issue concerning technique subjects is particularly important 
because of the growth of junior colleges. Junior colleges have grown 
extremely rapidly in the last decade, and now there are more than five 
hundred such units in operation, with approximately fifty thousand 
students. The movement has largely been a middlewestern and south- 
ern one, although at the present time there are only three states that do 
not have one or more junior colleges. California and Texas lead, Cali- 
fornia having approximately forty and Texas thirty-eight junior col- 
leges. 

Professional schools of commerce are concerned with the problem 
of technique subjects on the junior-college level particularly because 
they do not control the curricula of such institutions. There are three 
general types of junior colleges: first, those that exist as a division of 
a larger university; second, a group of junior colleges connected with 
large public high schools; and third, the private group of junior col- 
leges. The junior college in the large university has curricular auton- 
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- omy. The public junior colleges are administered separately and no 
curricular control exists other than through entrance requirements set 
up by the state university. It is here that the state university school of 
commerce is in a particularly strategic position with respect to the ad- 
ministration of technique subjects on the freshman and sophomore 
levels. 

As the junior-college movement grows, and there is much evidence 
to indicate it will continue its vigorous growth, professional schools 
of commerce will face the problem of having students come to them 
prepared in a variety of technique subjects because of lack of curricu- 
lar control. The survey which the collegiate schools of business made 
sometime ago, reported in the Journal of Business of the University of 
Chicago, indicates that the only clear unanimity of opinion with respect 
to technique subjects on the junior-college level was with respect to 
principles of economics, accounting, and psychology. The general 
opinion favored the teaching of English, foreign language, mathe- 
matics, earth sciences, physics, chemistry, biology, history, govern- 
ment on the junior-college and senior-high-school levels, and clearly 
indicated that law, money and banking, financial organization, ad- 
ministration of finance, personnel, marketing, production administra- 
tion, risk, international economics, and statistics should be placed on 
the senior-college level; i.e., those groups of subjects listed on page 52 
of the Association’s report generally indicated that the opinion favors 
placement of these instruction materials on the upper levels. 

Another problem in addition to the matter of technique subjects 
and a problem which will continue to be a perplexing one, unless some 
careful study and decisions are made in regard to it, is the issue as to 
whether or not certain of these administrative courses, courses now 
taught on the senior-college level in professional schools of commerce, 
should be recognized for accrediting purposes when taught on the jun- 
ior-college level. 

The junior college serves two purposes: first, as an institution to 
provide terminal facilities in the way of education for those who do 
not care to go on to higher institutions; and second, to serve as a feeder 
for universities and colleges. If these two functions of the junior col- 
lege could be clearly differentiated, no serious problem would arise. 
The difficulty arises because students in terminal courses in junior col- 
leges frequently change their minds and decide to go on to other insti- 
tutions of learning, and for a number of other reasons the curricula on 
the junior-college level cannot be definitely differentiated. Hence it is 
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necessary for such an association as ours to make a careful study of the 
problem of technique subjects as well as other subjects which are likely 
to be offered on this lower level. 

But the main issue before this round table is, “What technique sub- 
jects should be offered during the first two years of college work?” 
The present practice clearly favors three subjects, namely: elementary 
economics, principles of accounting, and psychology. As indicated be- 
fore, the grade placement of such work as English composition and 
literature, foreign languages, mathematics, earth sciences, physics, 
chemistry, biology, history, and government, is generally regarded as 
desirable before the senior-college level, whereas such work as law, so- 
cial control, money, banking, finance, labor and personnel, marketing, 
risk, and statistics is favored for the senior-college level. 

There seems to be, then, no serious controversy with respect to what 
should be the technique subjects on the lower levels. A more serious 
problem, then, arises in the case of junior colleges offering advanced 
and administrative courses on the lower levels. 

With the introduction of a new segment in American education there 
then arises a problem of the articulation of the various units. Schools 
of commerce must face the issue quite as well as other divisions of 
education. If members of the Association wish to set up certain pre- 
requisites it is fair to raise the question as to whether or not certain 
courses are actually built upon the work of a prerequisite. Many course 
requirements are set up with the belief that further work is built upon 
the earlier courses. It is most unfortunate that in a paper such as this 
we have only opinion with respect to the success of a prerequisite 
course. Are the advanced courses actually built upon the content mat- 
ter of the prerequisites? for example, to what extent do the early 
courses in accounting overlap with the advanced work? Do the courses 
in marketing or finance actually utilize and build upon the knowledge 
gained in the courses in elementary economics and accounting? We 
have only instructors’ opinions with respect to the point. 

If the Association, then, wishes honestly to face the problem of pre- 
requisites, which is one of the important problems in connection with 
technique subjects on the junior-college level, it must do so coldly and 
without resort to armchair opinion concerning the validity of the re- 
quirements. This can be done only by co-operative study of how the 
knowledge gained from the technique subjects actually functions in 
the more advanced work. If the Association is interested in informing 
the rapidly-growing junior colleges as to how best they may serve as 
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preparatory institutions for professional work in commerce, it must 
prepare a carefully worked-out statement as to what are the actual in- 
structional demands of the higher level. This can only be done by an 
exacting study of what the more advanced work requires, not in terms 
of prerequisites artificially imposed but by careful analysis of what 
the subject demands. 

It is generally agreed that there should be a delineation of the tech- 
nique and specialized subjects on the lower levels. It is probably true 
that during the transition period the common requirement of elemen- 
tary economics, the first course in accounting, and a course in psychol- 
ogy may well be imposed, but it should be added that the senior col- 
lege offerings in schools of commerce should be analyzed with a view 
toward finding out whether or not the present prerequisites are func- 
tioning and whether or not other prerequisites might well be intro- 
duced. 

I take it that it is the purpose of this paper to raise issues rather 
than to settle them. As I have considered the problem, it seems to me 
that the following are most serious: first, the need for definite study 
of prerequisites should involve not a mere statement that such and such 
courses are desirable before taking more advanced work in the field, 
but a real analysis of precisely what certain courses demand. We must 
be able to inform these junior colleges in some specific manner what 
their graduates should know before coming to us. Second, there is a 
need for a real study of failures or unsatisfactory work in professional 
schools of commerce. If the Association could undertake a study as to 
why students fail in their more advanced work in commerce, much 
light could be thrown upon the problem of prerequisites. Third, there 
is a definite need for studies of overlapping in business subjects be- 
tween senior-college and junior-college levels. Undoubtedly a consid- 
erable amount of overlapping is necessary, but the avoidance of need- 
less and expensive duplication is a necessity when education is as cost- 
ly as it is. Fourth, the professional school of commerce must take an 
active interest in junior colleges because more and more the school will 
have to look to the college as one of the sources for its students. The 
junior college is now in the formative period, and is particularly anx- 
ious to have statements concerning curriculum policy from such groups 
as ours. 

Some issues: 

1. How determine what technique subjects should be taught on the 
junior-college level? 

2. What additional prerequisites should be imposed? 
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3. What prerequisites should be dropped? 

4. How can work done on the lower level be best articulated with 
senior-college work? 

5. What should be the Association policy with respect to junior- 
college courses in administrative aspects of business? 


DeAN M. A. ALDRICH: 

I suppose that the purpose of a discussion is to put forth two or three con- 
troversial ideas and not take too long about it. I am sorry I cannot dovetail 
in with the discussion about junior colleges. We are on very controversial 
ground and if I sound dogmatic please overlook it. 

I think we should assume a four-year undergraduate course if we are un- 
dertaking to train a man in whose later record we can take some satisfaction, 
because two years is not enough. We have at Tulane a four-year course. We 
also have men who have done the first two years work in liberal arts or else- 
where. The contrast in what the men know about business at graduation is 
extremely marked. It is a personal opinion and it is one opposite to the one 
I held at the start. Even if two years covers the ground, does it leave the 
time that is necessary for the things that are being studied to soak in? We 
are, in those first two years, laying a foundation so that the work of the last 
two years will be of a relatively mature character. 

There is another very different reason why we want some of the courses 
in the first two years. That is, we want to let them take business subjects 
so that we can weed out the kind of student who will be a drag on the courses 
in the last two years. Those courses are for the students who consider school 
as being for their exclusive enjoyment. 

Another idea is that a great many of the courses in the first two years are 
the kind of courses where the right kind of a teacher can kill two birds with 
one stone. We are often asked in questionnaires what portion of our courses 
are given in the first two years, what part of our work in business adminis- 
tration. I do not like that term. A course in a given subject may be taught in 
a so-called cultural way, a so-called business way, or a more or less half-and- 
half. It is true that a course that is killing two birds with one stone cannot 
go more than so far in both directions. That does not hurt because too much 
would not be desirable. A good teacher would do a great deal to help in 
the development of a student in a business direction. 

It is simply the purpose of having the teachers of the first two years the 
kind that believe in what we do, believe in the work of the business world. 
Doesn’t the difficulty arise in finding the right sort of teachers for those 
courses? Haven’t we gone too far in putting up with the wrong kind of 
teachers instead of selecting and training a man who can meet the specifica- 
tions? 

What should the content of the courses be? This is more or less of a 
question. We try to give the application of the general idea during the first 
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two years. In general, we should put first the things that we want them to 
start promptly to think about to build a foundation for the last two years. 
There are many kinds and combinations of courses that world fit these speci- 
fications. If you want to go so far as to name the specific courses, there 
should be at least a year or a year and a half of accounting, partly for the 
skills involved and partly to get a business mind; there should also be a first 
course in economics. Most certainly training in business for both years 
should be as exactly fundamental as you can make it and business organiza- 
tion is one of our good illustrations of the course that kills two birds with one 
stone. 

The emphasis must be upon business writing in the sophomore year. Per- 
haps business correspondence and business reports will take most of the 
time and if you work them hard enough there is time for reading too. 

There is one other course I want to speak about, that is, psychology and 
its applications to business. If only we could get it well taught, that course 
would give the students a useful understanding of human nature that would 
parallel and be quite as important as the understanding that we give him in 
economics. I would not care if that would get back home. Our students for 
a number of years took a course in the college of liberal arts under two teach- 
ers and both of these teachers were very good. I teach an advanced course 
in personnel management where it would be normal for ideas in psychology 
to come out. So far as I know no student has had one idea come out who 
took the course in psychology as psychology only. A course in psychology 
with some ideas about its application to the young man who is going to have 
a business career would be of immense value. I think we all know the diffi- 
culty of finding the right kind of psychologist who will give such a course 
and I have been looking for one for several years. When you know of one 
please let me know. 


DEAN J. A. FITZGERALD: 

While the School of Business Administration of the University of Texas 
is a two-year or senior college, my own thinking of the problems of arrang- 
ing a curriculum is entirely in terms of a four-year program, not that I 
think we ought to have a four-year college instead of a two-year college, but 
because in our plan the two years of pre-commerce work and the studies in 
the Junior and Senior years constitute a unit. 

In the administration of a school one becomes familiar with the amount 
of pressure that is being brought to bear on colleges and universities to give 
technique subjects far down in the curriculum. Many students who come to 
the university desire technical courses at once. They say they cannot spend 
four years at college and therefore must have technical work at the begin- 
ning so that they can get something of immediate assistance to them in going 
into business. It is clear that a university or college of the senior-college type 
can give such opportunity to only a few special students of sufficient maturity 
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and experience as to pursue profitably courses intended for students seeking 
a four-year training. The pressure on junior colleges to give technique sub- 
jects is going to be tremendous. Those who want only the first two years of 
college work are demanding and will increasingly demand technical work 
during that period. To get students and to render a service to those who can- 
not continue for a degree, the junior colleges are likely to accede to this de- 
mand. Nevertheless, it is desirable in the four-year college of commerce 
and in the senior college to take up the technique subjects as late as possible. 
These are some reasons: 

(1) If technique courses in the Freshman and Sophomore years attract 
students who take them and leave without taking the later years of work, the 
cost to the college mounts. This is undesirable if the funds are needed to 
finance advanced work. If a Freshman takes accounting instead of chem- 
istry, the cost to the university is probably less, but if an additional student 
comes to take accounting, the cost is increased. In Texas we delay shorthand 
to the Junior year. Our tuition fee is so negligible that if we offered it to 
Freshmen we would have to employ more teachers and add additional physi- 
cal facilities to take care of the increased number of students who would 
take the special work and withdraw. There are other institutions which 
offer suitable courses for such students. Our limited funds need to be ex- 
pended elsewhere since our chief product is the four-year student. 

(2) It is advantageous to delay most of the technical work beyond the 
Sophomore level in order the better to perform the job for which the col- 
legiate school of business exists. We have already heard a great deal about 
the different types of institutions which we have, but the main task of the 
collegiate school of business is to turn out a professional product whose train- 
ing has a large mixture of liberal arts material. If liberal arts courses are not 
pursued early, many students will choose to omit them. The farther along 
the technique subject is given the better equipped the student will be when 
he leaves the university to use the subject. We know that many a student 
who takes his advanced algebra in high school earlier than his Senior year 
fails in college mathematics. He would have gained to have delayed his al- 
gebra. However, everything cannot be taken at the last; some courses are 
prerequisite to others. A course like accounting is advantageously prerequi- 
site to the entire business field. Consequently, it is most often offered in the 
Sophomore year. 

You may be interested in the means the University of Texas is using to 
control the place at which technique subjects will be given in the junior 
colleges to students who intend to come to the university. We look on our 
course as a four-year course, although we have only Juniors and Seniors. We 
make the recommendations as to the entire four years. We admit students 
into the school with sixty semester hours of work, but if they have not taken 
certain subjects among those sixty semester hours, they must take them be- 
fore they get their Bachelor’s degree. Those subjects are: two years of 
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English, two years of science, one year of mathematics, one year of account- 
ing, one year of economics, and one year of government. Although we do 
not admit students to our senior college until they are Juniors, yet members 
of our faculty teach accounting to Sophomores. Of course, we desire that 
the junior colleges of Texas prepare the students who are to go on toward 
degrees in accordance with our plan. 

Our admissions department has a rule (which has some disadvantages) 
that the student who takes a subject in a lower division that we give in an 
upper division will get no credit or reduced credit for it. The University of 
Texas is the dominant institution in Texas, and the consequence is that all 
the junior colleges that expect to attract students who want to go on into 
senior-college work pay considerable attention to the university plan. In 
this way the institution is trying to control the amount of technique material 
that is given during the first two years, and as Mr. Shields has already said, 
the subjects that are usually offered there are economics, psychology, and 
accounting. 


Dean A. B. ADAMs: 

I am not sure that I know what a technique subject is. I like to look at 
the business curriculum as being made up of professional and cultural sub- 
jects. In doing that, I do not assume that the professional subjects are not 
also cultural. Further, I believe that the professional courses should be large- 
ly on the senior-college level rather than on the junior-college level. We have 
framed our curriculum ; t Oklahoma in accordance with this general idea. 

While our school was on the two-year basis, we found that our prescribed 
curriculum had quite a good deal of influence on the work taken by the 
Freshmen and Sophomores, but the registration of these students was under 
the administration of the college of liberal arts which preferred to apply the 
same rules and regulations to the students who expected to go into the school 
of business as it did to those who expected to take a B.A. degree, so this col- 
lege paid very little attention to our prescribed curriculum. In this connec- 
tion, I found that the liberal arts college was entirely too liberal; that is, it 
would permit the student to register in almost any course he desired to take. 
For example, we had a great deal of difficulty in having the liberal arts col- 
lege register Freshman and Sophomore students in the professional courses, 
though we specifically stated that these courses were Junior and Senior 
courses. The liberal arts people were too liberal with our curriculum, so we 
changed from the two-year to the four-year basis. 

We believe that by making this change, we have succeeded in getting a 
four-year college course which contains more cultural training than does the 
average liberal arts curriculum. It is not quite so liberal in the electives. In 
thinking of departments I have ceased to think of any department being a 
liberal arts department; I think of them as departments of the university. 
The department of English is just as much a department of the school of 
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business as of the college of liberal arts; mathematics is as much a depart- 
ment of business administration as of liberal arts. In so far as we prescribe in 
our curriculum that a student shall take certain courses in certain specified 
departments in the university that department is to that extent a department 
of the college of business administration. 

In our recent changes in the first two years’ curriculum we have gone 
toward the cultural type of courses, rather than toward the professional type. 
We found that under the college of liberal arts students were not compelled 
to take courses in science. They dodged the science requirement by taking a 
course in geology, which was nothing more than physical geography called 
natural science. We have changed our curriculum so that Freshman students 
take nine hours of science (chemistry, biology, physics), consisting of defi- 
nitely prescribed courses in the Freshman year. 

We do not have a single so-called technique subject (or professional sub- 
ject) in the Freshman year, unless you would call the course in economic 
history a technique course. The reason for introducing this course was to 
give the students a foundation for the principles of economics which we give 
in the Sophomore year. All the rest of the Freshman work consists of natural 
science, English, modern languages, mathematics, and government; then in 
the Sophomore year we prescribe the principles of economics, business com- 
munication (a continuation English composition course), accounting, sta- 
tistics, psychology or logic, and two courses in geography. Ordinarily the 
student has seven hours of elective work during the first two years, if he 
comes to college with no high-school deficiency. If he has had some ad- 
vanced work he has a few more electives. 

As indicated, the first two years’ curriculum of the school of business of 
Oklahoma is a rather rigid, definite curriculum for all students. Then in the 
Junior and Senior years we give the students the professional work: thirty- 
two hours in the major and twelve hours in the minor fields must consist of 
professional subjects, and all elective courses may be chosen from the pro- 
fessional subjects. 

Of course, we have had the same difficulties with transfer students that 
all of the other schools of business have had. We do not have as many junior 
colleges in name as some other states, but we have a great many colleges giv- 
ing Junior work. There are five teachers’ colleges, and (I believe) four agri- 
cultural state colleges, about five denominational colleges and recently some 
municipal colleges and universities were created. We get advanced students 
from all of these state institutions, most of which specialize on junior-college 
work. 

About one-third of our Juniors are transfer students from other schools. 
We found that these transfer students lost so much credit in the transfer 
that we had to do something about it. Just last week we had a state confer- 
ence of teachers of business and economics at the university to which prac- 
tically every institution in the state sent representatives. The principal 
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object of this conference was to find out if it was possible to induce these 
state institutions, particularly the teachers’ colleges, to place less emphasis 
upon giving short advanced courses in economics, accounting, and business 
administration, and to place more emphasis upon giving thorough introduc- 
tory courses in economics, accounting, and other professional subjects. 

We told these representatives frankly why we had called the conference, 
and I was agreeably surprised to find the high co-operative spirit which was 
evidenced by the representatives of the institutions. I believe we are going 
to get real tangible results from the conference. The various teachers’ col- 
leges, we found, are now attempting to standardize their curricula, and we 
had our meeting in time to incorporate our suggestions in the proposed 
changes. As a result of this conference, I think we made some progress in 
building up a standard Freshman and Sophomore curricula in business ad- 
ministration in the various colleges in Oklahoma. 











DINNER MEETING 
DEAN RALPH E. HEILMAN, Chairman 


T ONE time I served on the University of Iowa faculty. 
There was then a professor of education on the faculty, 
a man who commanded the highest respect, esteem, and 
confidence of all other members of the university faculty. It 
was, therefore, the occasion of genuine satisfaction to his col- 
leagues and former colleagues, that the authorities of the uni- 
versity should manifest the good discrimination to select this 
same professor of education to the leadership of the university. 
You have wandered over this campus and noticed the splendid 
buildings and other impressive physical equipment. The major 
portion of this has been constructed during the administration of 
President Jessup and constitutes his monument. But his monu- 
ment is also to be found in the hearts of thousands of students 
and alumni of the University of Iowa, who entertain for him the 
deepest appreciation of the capacity, foresight, vision, loyalty, 
and leadership which he has devoted to the development of this 
great university. 
It is a pleasure to present to the members of this Association 
Dr. Walter Jessup, President of the State University of Iowa. 
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N CONNECTION with the annual meeting such as this, it 

] may not be amiss to direct attention for a few moments 

toward some of the larger problems of education that, in the 

last analysis, affect the specialized interest represented by the 
men attending this meeting. 

The present-day interest in education is so widespread that it 
is difficult for most of us to appreciate the fact that it is relatively 
new. It is hard for us to recall that the demand for higher edu- 
cation has grown so rapidly within recent years as to tax the 
entire capacity of higher educational institutions. Today we 
have upwards of one million students attending college. Thirty 
years ago we had only fifty colleges in this country enrolling as 
many as three hundred students, and more than half of the col- 
leges operating at that time enrolled fewer than one hundred 
students. This interest in higher education is based on an enor- 
mous expansion in secondary education. The high schools of 
this country commenced to expand following the decision of the 
Supreme Court of Michigan, which authorized communities to 
expend public money for this purpose. Today there are more 
than four million students in secondary education in this coun- 
try. No other country has so thoroughly committed itself to a 
program of secondary and higher education. It is the common 
expectancy of all children to go to high school, and all high 
school children are importuned on all sides to continue through 
college. 

The remarkable expansion of industrial and commercial ac- 
tivity within the past three decades has been duplicated in the 
field of education. Educational plants have been rebuilt, cur- 
riculum requirements have been changed, expansion has been 
the order of the day, and in view of the fact that those of us who 
are engaged in this educational enterprise ourselves were trained 
in a different era, there has been much confusion, and it may 
easily happen that we have not done as good a job as our suc- 


cessors will do. 
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The contrast of the small college of thirty years ago, enrolling 
from fifty to one hundred students, compared with the enor- 
mous university of today, is inconceivable. It is hard to realize 
that the Big Ten universities enrol upwards of one hundred thou- 
sand students. Both the Eastern and the Western coasts boast 
of institutions enrolling even larger student bodies. 

It is small wonder that we are sometimes at a loss to know 
the next step in this great undertaking, but it is a fact that new 
samplings of society have found their way into educational in- 
stitutions, and new problems in industry and new influences 
have affected education so that new departments and colleges 
have been brought into existence. This, of course, explains the 
fact that schools of commerce have been developed within the 
past few years. In the face of these great numbers, many per- 
sons are inclined to challenge the whole procedure. Indeed, there 
are many persons teaching in our institutions at the present time 
who are inclined to counsel a student to stay away from college. 
Bulletins are issued from time to time from these institutions 
that may well be labeled “Stop, Look, and Listen.” In such a 
pamphlet the student is advised to analyze himself with the ut- 
most care to find out if he had better not stay away from college. 
This is in sharp contrast with the policy which has been foilowed 
in the past, in which educational institutions have sought to en- 
courage all students to proceed with their educational career as 
far as possible. Perhaps one of the reasons these students come 
to us is that they do not know what else to do. Indeed, what are 
they to do? If the university takes the hard-boiled attitude of 
advising them to stay away from educational institutions, how 
are they going to make preparation for useful service in this 
complex world? 

With the reorganization that has come in commerce, in indus- 
try, and in the professions, the human opportunity is different. 
With the enormous increase in power, comes a changed demand 
for human personality. Industry has succeeded in carrying for- 
ward enterprises that are of tremendous scope, with little use 
for ordinary man-power. For example, all America is engaged 
in building roads, but the grading, the mixing, the spreading in- 
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cident thereto, are done almost entirely by machinery. The men 
who might otherwise have been engaged in the construction of 
these roads a few years ago are now engaged in manufacturing 
machinery or in doing the engineering involved. 

President Bryan and Colonel Rees, who spoke before this As- 
sociation yesterday, sounded the note of alarm by calling our 
attention to the fact that, unless we are exceedingly careful, even 
graduates of colleges of commerce will find themselves prepared 
for vocations that no longer exist, or for crowded vocations. 
Parents do not know what to do with their boys at the present 
time. If the world were static, we should soon advise these par- 
ents as to the steps they should take in preparing their children 
to live in such a world, but with the dramatic changes going on, 
the building of roads, the chain stores, radio, and what not, who 
is there so bold as to say that we have a static world? As a mat- 
ter of fact, those of us who are living an active adult life at the 
present moment have already been compelled to make repeated 
adjustments in our own jobs in the period of the last three dec- 
ades, so that we are acutely conscious of the fact that our own 
children may face a world with many of our present vocations 
wiped out. It is because of this, no doubt, that the intelligent 
father urges his boy to go to high school and college. It is a per- 
fectly natural adjustment in the face of a series of kaleidoscopic 
changes that are revolutionizing living everywhere, and it is this 
desire on the part of the parent that keeps these educational in- 
stitutions on the present level of existence. 

These dramatic changes with their consequent pressures for 
readjustment explain the fact that there are at the present time 
upwards of thirty million people engaged in some kind of educa- 
tional activity. We have schools to take care of children below 
kindergarten. The elementary and secondary classes are more 
crowded than ever before. Farmers are going to school. Our 
farmers’ wives are going to school. Professional men are going 
to school. Laborers are going to school. Conventional class- 
rooms are crowded as well as our extension courses, classes for 
adults, short courses, correspondence courses, radio courses, and 
what not. These educational pressures are new to us but they are 
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insistent and call for the wisest interpretation of which we are 
capable. At the present moment, the public has an almost child- 
like faith in the experience which is called education. The typ- 
ical father believes that “An education is the best insurance for 
his son,” and this explains the fact of the enormous growth in the 
whole program of education. It explains the growth in profes- 
sional schools, in which the school of commerce is classified. 

This annual conference of the American Association of Col- 
legiate Schools of Business is being held on the campus of the 
State University of Iowa. This is one of the younger states in the 
Union, having been admitted to the sisterhood of states eighty- 
four years ago; but in this short period of less than a century, we 
have developed nearly a thousand communities, each maintain- 
ing an elementary and secondary school integrated into the 
whole program of public education. There are over one hundred 
thousand students enrolled in the high schools of the state. We 
have foundation colleges and junior colleges and state institu- 
tions, so that a Freshman has a choice between sixty different 
higher educational institutions within the state. More than 2,300 
graduate students have registered in the University of Iowa 
within the past twelve months. This program is duplicated to a 
greater or less extent in the other states of the Union, and is the 
measure of the fact that, as a people, we are committed to the 
program of education, to the end that our children may have an 
opportunity to study for an ever increasing period in ever widen- 
ing fields. 

The University Music Contest now interests more than thirty 
thousand students in the Iowa high schools. More than three 
thousand of these students come to the university for final com- 
petition. Bankers, merchants, farmers, physicians, lawyers, den- 
tists—all are struggling for a clearer understanding of the world 
in which they live, and any educational institution in any part of 
the land that will offer a course in any field of human knowledge 
will be amazed at the response. Every time we offer courses of 
any type, unless we strictly limit the attendance, we find our- 
selves unable to meet the demand. 

Never in the history of the world were there so many inquir- 
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ing learners as today. It is small wonder that we do not know 
what to do with all of these students. The information needed is 
new, and the mechanics of instruction are new. 

Who knows what the techniques of education tomorrow will 
be? Laboratory techniques have completely modified scientific 
construction. The moving picture with talking accompaniment 
and the radio may again modify the educational practice through- 
out the land. It is conceivable that these modern mechanical de- 
vices may disturb our fields, but with it all, it is a great day for 
education. Students on every hand appear to be interested in 
what we have to say. They have faith in us, and most of the 
doubts that are expressed today in regard to education are from 
the pedagogues themselves. A comparative analysis of educa- 
tion today and yesterday indicates clearly that we have at no 
time had any more serious-minded students than at the present 
moment. Our students do not represent our most serious prob- 
lem. The greatest difficulty we have is to know what to do with 
the time they give us. May we not be too comfortable in our 
present situation? May we not make the mistake of standing 
still in the face of a moving world? Rather let us find the essen- 
tial elements in our respective fields and be ever alert to the task 
of improvement. 

It is our hope that the members of this Association may return 
to their homes with new ideals and new resolutions, to the end 
that the schools of commerce may measure up to their opportu- 
nities. 
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ROUND-TABLE CONFERENCES 


THE PROBLEM OF THE TRANSFER STUDENT 
PROFESSOR H. T. SCOVILL, Chairman 


HE topic assigned for consideration at this time implies that 

there is a problem confronting schools and colleges of commerce 

and business administration as a result of the transfer of stu- 
dents from one institution to another. We shall not take time, there- 
fore, to establish the fact that there is a problem, but shall assume there 
is one and proceed to comment on the three major questions that would 
naturally arise in a discussion of such a subject, namely: 

1. What is the problem confronting members of the American As- 
sociation of Collegiate Schools of Business with respect to the transfer 
student? 

2. Is the problem of such a nature that the Association of Collegiate 
Schools of Business should assist in its solution or is it best to have each 
institution handle its own cases without the co-operation of the Asso- 
ciation? 

3. In either case what is the solution? 

Although the topic is stated in the singular there seem to be several 
phases of the problem, if not several different problems confronting the 
administrative officer as a result of students’ transferring into a school 
or college from some other institution. There is practically no problem 
connected with the withdrawal of a student from one institution pre- 
paratory to entering another. 

Generally speaking, the cause of the problem of the transfer student 
is the tendency for a student to begin his college career in one institu- 
tion and complete it, or at least continue it, in another. Even before 
the notable increase in the number of junior colleges, the schools of 
commerce began to feel an increase in the number of such transfers 
because of the desire of the student to complete one or two years in arts 
and sciences in the small college near his home before registering at a 
more distant institution for his professional training. With the marked 
increase in the number of junior colleges during the last decade the 
problem of handling transfer students for the best interests of both the 
school and the student has become more important from the adminis- 
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trative point of view. In handling administrative matters of any sort 
an isolated case now and then can be disposed of on its merits but when 
there are prospects of a number of similar cases presenting themselves, 
it seems best to try to devise some system, or code of procedure which 
will permit of uniformity of action and ease of administration and pre- 
vent unintentional discrimination. 

Considering the first question mentioned previously, “What is the 
problem?” 

The problem is three-fold. In receiving a student who is transferring 
from another institution these three questions arise: First, What value 
in general is attached to the work of the institution from which the 
student transfers? Second, What number of credit hours acceptable in 
our curriculum is to be transferred? Third, What is the equivalent in 
our institution of the specific courses offered for transfer credit? 

Although the problem is three-fold as just indicated it is only the 
third phase which affects materially the schools of business. The first 
two phases are usually handled by the registrar. He finds from his rec- 
ords whether the four-year college concerned is listed as Class A, B, C 
or D, and then, in accordance with his finding and the rules effective in 
his institution, allows credit for the appropriate number of hours in the 
subjects taken without regard to specific courses (junior colleges and 
normal schools are handled under other rules). The administrative of- 
ficers of the school or college of commerce are then expected to look 
after the third phase of the three-fold problem—that of evaluating the 
commerce work, offered for transfer in terms of specific courses. In 
other words, as administered at the University of Illinois (which I as- 
sume is a typical method of procedure), if a student has presented, say, 
65 hours credit from his four-year Class A college after having spent 
two years there, the registrar will give him credit for 65 hours in rhet- 
oric, mathematics, economics, or other subjects pursued without desig- 
nating whether the credit is in rhetoric 1 or 8, mathematics 2 or 7, or 
economics 3 or 4. If the transfer is made from a Class B college or a 
normal school, credit will be allowed for only 60 of the 65 hours, with- 
out applying the reduction to specific subjects. If the student transfers 
from a Class C college, each subject is scaled down to three-fourths of 
the credit earned and the total allowed is 48 of the 65, being a maxi- 
mum of 24 hours a year. Again, if the requested transfer of credit is 
from a Class D college each subject is reduced to one-half of the credit 
shown and the amount of credit allowed is reduced about 50 per cent 
leaving a maximum of 30 credit hours out of the 65 that will be trans- 
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ferred. In any case whether from a Class B, C, or D college the credits 
named are subject to further reduction or even cancellation if the stu- 
dent does not meet certain minimum scholastic requirements during the 
first year of registration in the transferee institution. 

While the registrar then is taking care of these phases of the transfer 
problem the administrative officer in the college of commerce must de- 
cide in what commerce courses to place the incoming student in case 
the credits he transfers include some commerce courses. He must de- 
cide also to what extent the credits allowed by his registrar for precom- 
merce courses or non-commerce requirements meet the demands of the 
commerce curriculum in which the student enrols. This matter of plac- 
ing the student in the proper courses is the real problem caused by the 
transfer student. Probably he has had some economics courses that do 
not coincide in title with those in our own institution. What sort of an 
investigation is to be made by the college of business administration 
official in order to determine whether the transfer student has had a 
course whose content is substantially the same as one of the required 
courses, if there seems to be a marked difference in the terminology of 
course names, in the two institutions? Is it necessary under such con- 
ditions to have available a detailed description of courses offered by 
other schools or a list of textbooks used in the courses, or should one 
rely entirely on the title of the course shown in the transcript of rec- 
ords? If none of these methods is satisfactory should the dean or pro- 
fessor base his decision on the assertions of the student who can doubt- 
less recall rather vividly that the text used in the course was a red cov- 
ered book about two inches thick, or that it was a green book written 
by a university professor? 

A problem arising frequently in the case of students transferring 
from junior colleges and small colleges having only a few courses in 
the field of business is that involving the general survey courses. The 
smaller institutions sometimes offer courses one semester in length 
which cover the work of three or four semesters in our own institutions. 
Naturally the credit transferred represents only a smattering of the 
subject without much intensive study. Shall the student presenting 
such credit start at the beginning in the field of study in question in or- 
der to have the fundamentals thoroughly presented to him or shall he 
register in the second-semester course, assuming that his survey of the 
material will take the place of our first-semester course which carried 
the same number of credit hours? 

Some junior colleges are attempting to make their courses, as far as 
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they go, comparable to those of the university to which the largest 
number of their students transfer. This simplifies the problem to some 
extent for that group of transfer students and for the university af- 
fected. Even that condition, however, presents the question of ade- 
quacy of preparation in the junior college in courses which must be 
used as prerequisites for advanced courses in the university. Is it ad- 
visable for schools of business in such cases to refuse the use of the 
junior-college course in question as a prerequisite, if it is known that 
very poor instruction exists at the junior college in that specific field? 

Another question of prerequisites arises also where one institution 
permits registration in, say, an advertising course in the Freshman year 
without any prerequisite while the institution to which the student 
transfers offers its first course in advertising in the Junior year and re- 
quires as prerequisites, let us assume, courses in the principles of eco- 
nomics and principles of marketing. Should the student transferring 
credit in advertising under these conditions be allowed the full use of 
such credit both for satisfying the course requirements and as a pre- 
requisite for more advanced advertising courses? 

One of the most difficult problems arises when a student transfers 
enough credits to make it seem possible to complete the work for the 
commerce degree in one year as far as quantity is concerned, but as to 
quality he is deficient in one or more required subjects and it seems im- 
possible to arrange a schedule for him without permitting him to sub- 
stitute some courses for those regularly required, to waive prerequi- 
sites, or permit him to take a heavier schedule than the ordinary maxi- 
mum number of hours or credits. Can the administrative official in 
such cases establish a definite code of procedure which can be applied 
to all students under similar conditions or must he depend on his judg- 
ment of the minute with the possibility of refusing someone today per- 
mission to do the thing which he approved for another one yesterday? 

In addition to the problems arising when a student transfers from 
another institution as mentioned above one frequently has to deal with 
that of the student transferring from another college or department of 
the same institution. Such problems are usually not very difficult but 
sometimes they raise the question presented in the preceding para- 
graph, where the quantity transferred is such as to cause the student to 
request unusual concessions in the form of waived prerequisites, sub- 
stitution of courses and overcrowding schedules. 

The problems of the institution operating on the semester basis in 
receiving students from one operating on the quarter basis or vice versa 





THE PROBLEM OF THE TRANSFER STUDENT 137 


differ little from those already enumerated. The main difficulty seems 
to be that of deciding on equivalents of courses and prerequisites. 
Some of us probably have not been confronted with many of these 
problems but with the rapid rise of junior colleges and the offering of 
some commerce courses in small colleges we shall doubtless encounter 
them many times in the future. An illustration of the trend of the 
junior-college movement may be cited in the form of statistics tabu- 
lated by the registrar of the University of Illinois. These show that 
the number of junior colleges which were on the accredited list of the 
university increased 142 per cent from 24 to 58 in the five-year period 
from June 1924 to June 1929. This increase covers only those junior 
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colleges which applied to the university for a rating, and gives a fair 
indication of the number of junior colleges from which students trans- 
fer to the University of Illinois with some degree of regularity. During 
the same period the number of all institutions of collegiate rank on the 
accredited list of the university increased 43 per cent from 296 to 422. 

That the tendency is for students to remain longer before trans- 
ferring from junior and other colleges to universities is evidenced by 
the following figures compiled by the registrar of the University of Illi- 
nois covering all students transferring to that institution in each of two 
academic years. 

Without presenting additional data, the general tendency shown in 
the figures above supplemented by the experience of most of us in deal- 
ing with affairs in our respective schools is sufficient, I believe, to cause 
us to say that the problem is of enough importance to warrant a special 
study of it in each institution here represented. It seems that it might 
pay us to keep a list of names of all transfer students (if not a separate 
card file) with a view to recording thereon grades, transfer difficulties, 
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concessions granted, and other data which can be studied over from 
time to time from a constructive viewpoint. Such a study would prob- 
ably lead to changes in our procedures, or recommendations to our 
registrars, or even to the colleges from which students transfer. As yet | 
I do not see in the problem anything of sufficient importance to cause 
the Association of Collegiate Schools of Business to take any formal 
action as an Association. It should provide, however, ample opportu- 
nity for the discussion of mutual problems of the several institutions. 

In these remarks it has not been our intention to answer questions 
as raised, but rather to use the prerogative of the round-table chairman 
to state enough problems without answering them so that there may 
be enough food on the table to make a respectable pile of bones after 
the meat has been devoured. 


DEAN R. A. STEVENSON: 

My interest in the problem of the transfer student arose as a result of our 
experience in handling cases of delinquent students in the student work com- 
mittee. We found that most of the cases for suspension involved students 
who had transferred from other institutions. During the year 1929-30, for 
example, fully two-thirds of the students suspended came from other institu- 
tions. This seemed to be an unusually large number in view of the fact that 
less than one-third of the total enrollment consisted of students who had 
transferred. This record seemed to indicate either that we have been ob- 
taining a lower selection of students from other institutions or that the 
character of instruction is somewhat different here. An analysis of the rec- 
ords of students at present enrolled in the school of business administration 
was made for the purpose of determining the character of the transfer stu- 
dents in terms of the amount and quality of the work done. 

The school of business administration at the University of Minnesota is 
conducted on the two-year basis, that is, students are required to complete a 
two years’ junior college program before admission to the school. The work 
carried in the junior college is prescribed to some extent. There are require- 
ments, for example, in the courses in economics, accounting, and statistics. 
The students who have completed all of the first two years’ work in our own 
junior college have not been considered as transfers. Those who have come 
to the University of Minnesota after having carried some college work else- 
where and have entered either directly into the school of business adminis- 
tration or have taken some work in our own junior college are treated as 
transfers. According to this definition, there are at present 130 transfer stu- 
dents enrolled in the school out of a total enrollment of 386. This represents 
35 per cent of the present registration. 

The transfer students at present enrolled in the school have been classi- 
fied into five groups. These are shown in Table I. Of the total number, 130, 





THE PROBLEM OF THE TRANSFER STUDENT 139 


56 came from private colleges in the State of Minnesota, 22 from junior 
colleges in Minnesota, 20 from private colleges outside of Minnesota, 17 
from normal schools and junior colleges outside of Minnesota and 15 from 
other large universities. Most of the students come from the state of Min- 
nesota. Our problem, therefore, is chiefly local. Most of the transfers from 
other Minnesota institutions came from the private colleges. 

The transfer students have been grouped into four classes according to 
the number of credits granted for advanced standing at Minnesota. These 
are grouped according to term rather than semester credits. One hundred 
and eighty term credits are required for graduation. Students bringing less 
than 50 credits have completed approximately one year’s work in college. 
Those presenting 75 to 99 credits are assumed to have spent two full years 
at the college of origin. Those presenting 50 to 74 credits include many who 
have left the college of origin at some time during the second college year. 
Those students who present more than 100 collegiate credits may be assumed 
to have taken at least a part of the work in the third year. Certain qualifica- 
tions are necessary in using this rough measure of time spent in other schools. 
The University of Minnesota does not accept all credits presented from the 
previous school. This applies particularly to courses in religion and music 
which constitute a large element of the curriculum of the small college. 

This table shows that 26 per cent of the transfer students presented less 
than 50 credits and 16 per cent presented 50 to 74 credits. In other words, 
42 per cent of the transfers have had less than two years of college experi- 
ence before coming to Minnesota. Slightly more than this proportion, 49 
per cent, presented the equivalent of two years’ work. Only 9 per cent have 
apparently transferred after their Sophomore year. In the Minnesota state 
group 28 per cent of those coming from the private colleges had less than 50 
credits, whereas in the publicly supported junior colleges only one out of 22, 
or approximately 5 per cent, had less than 50 credits. In the intermediate 
credit group, those having 50 to 74 credits, a similar situation was found. 
Here 21 per cent of those from the private colleges and 5 per cent of those 
from junior colleges had 50 to 74 credits. However, the qualification with 
regard to courses not acceptable for transfer is probably more significant in 
this group. Nevertheless, these figures indicate that the transfers from 
junior colleges generally brought the results of two completed years’ work, 
whereas the small colleges sent students at various stages during the first two 
years. 

The same situation is repeated in modified form by the students from 
private and junior colleges outside the state. The small sample offers less 
certain ground for broad generalizations, but the one-year students from 
small colleges were as numerous as the two-year students, whereas the junior 
colleges sent three times as many with two years’ credit as they did with 
only one year’s credit. The students from the large universities were fewer 
in number but showed a much larger proportion of one-year students, 7 of 
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TABLE I 
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the 15 transfers having transferred with less than 50 credits. These figures 
would indicate that the junior colleges are offering a more satisfactory pro- 
gram for admission to the collegiate school of business than are the private 
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colleges. Apparently there is less opportunity for a student to prepare specif- 
ically for meeting the entrance requirements in the private college than in 
the junior college. 

The quality of work presented by transfer students is measured by the 
honor-point ratio as indicated in Table II. Such a measure is recognized as 
crude at best and leads to dangerous comparisons of standards between in- 
dividual schools. The honor-point ratio may be materially affected by the 
exclusion of certain courses taken at the college of origin which are not ac- 
ceptable at Minnesota. The ratios here are computed on the basis of those 
credits which have been accepted as leading to a degree at the university. 
The honor-point ratio is computed as follows: a grade of A carries three 
honor points per credit hour; a grade of B, two honor points per credit; a 
grade of C, one honor point per credit; and a grade of D, no honor points 
per credit. The transfer students have been grouped as follows: those whose 
average records fall below .80, those between .80 and .99, those between 1.00 
and 1.24, and those 1.25 and above. An honor-point ratio of 1.00 is required 
for graduation from the school of business administration. This honor-point 
ratio is also required for admission to the school on the part of students en- 
tering from our own junior college. This means, of course, that students must 
maintain an average grade of C to become admitted to the school of business 
administration from the junior college at Minnesota, whereas those from 
other institutions are admitted without reference to the quality of their pre- 
vious work. 

The bulk of the transfer students were in the upper class, that is, those 
having an honor-point ratio above 1.25. If we include in our group of satis- 
factory students those presenting ratios above 1.00, there were 79 per cent 
of the transfer students who presented records of a satisfactory standard 
upon admission to the university. 

Some interesting, though perhaps not significant, differences appear in 
comparing the quality of work from different types of schools. As noted 
above, 79 per cent of all transfer students had at least a C average. Only 62 
per cent of Minnesota private-college students came with this average, while 
82 per cent of the junior-college transfers came with a C average. Of the 
students from outside small colleges 85 per cent were above standard and 77 
per cent of the outside normal-college transfers were up to this standard. If 
the number of transfers from outside large universities were larger, we might 
attach more significance to the lower proportion, 60 per cent, who qualified 
with a C grade or better. Furthermore, any conclusions concerning relative 
proportions above the grade of C should be checked against the varying pro- 
portions of transfer students who had one or two years of college experience, 
as expressed in credits. 

The ninety credits required for admission to the school of business ad- 
ministration include about sixty-three credits in certain specific courses or 
types of courses, such as, accounting, principles of economics, social science, 
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TABLE II 
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etc. Hence, even though only 62 per cent of the transfer students came with 
less than 90 credits, 74 per cent of them spent some time in the junior col- 
lege at the University of Minnesota. Of the group studied, some students 
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brought as few as 13 credits while others transferred as many as 110 credits, 
the average number being 39 credits. 

A larger proportion of the transfer students from Minnesota small col- 
leges and from outside normal schools found it necessary to take work in 
our junior college than was true of those from the other types of schools. 
Only 36 per cent of the students from Minnesota junior colleges found it 
necessary to continue in the junior college on this campus. This reflects in 
part the conclusion stated earlier that a large proportion of the students 
came to us with a full 90 credits. It also indicates a closer adjustment of our 
special prebusiness requirements on the part of the junior colleges of the 
state. 

A comparison of the mean honor-point ratio in the previous college with 
the mean ratio of the same students in the junior college of the university 
shows practically no difference. The arithmetic mean in both cases is 1.32. 
A more significant comparison would be made of the proportions of those 
who came with a record above C. Seventy-six per cent of these students 
came to the University of Minnesota with an average above the graduation 
standard in their college and 86 per cent made a record above C in our junior 
college. A complete study of this problem should take into account the stu- 
dents who transferred to Minnesota and failed to survive the junior college 
before we draw the conclusion that transfer students raised their ratings in 
the University of Minnesota. 

A comparison of the transfer honor-point ratio and the ratio earned in 
the school of business administration presents certain significant differences. 
In this comparison we include all transfer students, both those that entered 
the junior college at Minnesota and those who entered directly into the 
school of business administration. Taking this group as a whole we find that 
80 per cent had a transfer ratio above C and only 61 per cent have earned a 
ratio above C in the school of business administration to date. Furthermore, 
this 61 per cent did not come exclusively from the 80 per cent group. There 
was a surprising degree of mobility between the extreme grade groups. For 
instance, of the ten transfer students bringing an honor-point ratio below 
.80, half of them raised their grades above C, though none of them achieved 
the highest level of 1.25 or better. On the other hand, 19 of the 69 or 23 per 
cent of those who came with the high ratio earned lower grades and eight of 
the 19 fell below .80. 

There is an important relationship between the number of transfer cred- 
its and the quality of work done as indicated in Table III. Seventy-six per 
cent of the students who presented less than 50 credits were below the C av- 
erage in scholarship and only 54 per cent of those bringing 50 to 99 credits 
were above the C standard in their work in the school of business administra- 
tion. 

One comparison of interest is the direction of change in grade between 
the college of origin and the work done in the school of business administra- 
tion. Table IV shows the results of such comparisons. According to this 
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tabulation 28 per cent of the students earned a higher average at Minnesota 
than at the college of origin. Sixty-four per cent showed a lower record at 
Minnesota than the grades transferred and 10 per cent maintained approxi- 
mately the same scholastic record. 

A comparison of the quality of work done in the school of business admin- 
istration by transfer students and those who entered Minnesota as Freshmen 
is presented in Table V. No single figure, such as an arithmetic mean, ade- 
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quately represents such variables as quality and quantity of work done. A 
comparison of the records of the 130 transfer with the 238 non-transfer stu- 
dents, however, may be conveniently expressed in a series of averages. Only 
one grouping of the non-transfer students has been attempted, a distribution 
by honor-point ratios. At present there are 238 non-transfer students regis- 
tered in the school, 25 of whom entered this spring and hence have not yet 
earned any credits in the school. 

The mean honor-point ratio of non-transfer students is 1.26 which is only 
slightly above 1.24, the mean ratio of the transfer students. This might be 
considered evidence of virtual equality in performance. A comparison be- 
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tween academic classes shows wider differences. The mean ratio for non- 
transfer Juniors is 1.24 and that for transfer Juniors is only 1.13. The rela- 
tionship is reversed in the Senior class, however, being 1.28 and 1.31 respec- 
tively. The present transfer Juniors have poorer scholastic records than the 
Seniors, judging by their average ratios in the school of origin, which were 
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1.25 and 1.38 respectively. On the other hand, the present transfer Juniors 
are superior to present transfer Seniors when judged by their mean ratio in 
the supplementary junior college work at Minnesota, these ratios being 1.50 
and 1.26 respectively. It is probable that the difficulty is in the type of aver- 
age used rather than in the type of student. This is indicated by the com- 
parison of median honor-point ratios for transfer students. This median 
ratio is 1.11 for both classes and lies consistently below the median ratio of 
1.21 for non-transfer students. 

Another quantitative measure of difference between transfer and non- 
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transfer students is the proportion of students in each group who have been 
admitted on probation or received warning from the student work commit- 
tee. Over half the transfer students, 56 per cent of those now registered, 
have received such warnings, whereas only 44 per cent of the non-transfer 
students have been called before the student work committee. 

It is apparent that the transfer students now registered in the school of 
business administration have come from a variety of scholastic environ- 
ments. Apparently there is very little difference in the general attitude of 
students who have come from other institutions and those who have com- 
pleted our own junior college work. It happens, however, that a greater pro- 
portion of the students who have scholastic difficulties are included in the 
transfer group. It seems safe to assume, therefore, that our chief problem 
consists in eliminating the group of unfit students who attempt to transfer 
from other institutions. The problem is one of selection of the fit students 
from those who are not adapted to the requirements of the school. Probably 
this is a local problem which must be met by individual schools. It seems 
worth while considering, however, the possibility of establishing certain rules 
as between the different members of Association of Collegiate Schools of 
Business covering the status of transfer students. 

The rules covering admission of students might be as follows: 

(1) The student’s record in the previous college must be above the aver- 
age required for graduation from that college. 

(2) He must be recommended by the authorities of the previous college. 

(3) He should be admitted only to provisional advanced standing and 
credit should be granted only upon the completion of one year of satisfac- 
tory work. 

These are presented merely for consideration and not recommended for 
definite action by the Association. 

ScoviLL: That classification I mentioned of A, B, C, and D is uniformly 
used, I believe. If a student transferred from a class A college, for example, 
his credits would be accepted at par but if from a C college they would be 
scaled down to three-fourths. That is the regulation of the University of 
Illinois, but I understand that the regulation is fairly common. It has been 
put in the form of a printed procedure for the university, showing how to 
scale down credits from each of the various colleges and universities. 

Any student who transfers should be put on probation to begin with if his 
grades are below the average of the school to which he transfers, and any 
credit granted should be entirely provisional. If he does better in the ad- 
vanced work credit should be immediately made final. At Illinois if he is 
below C standing he would have to maintain a three-fourths C average, what 
we call a three-fourths C probation. He would have to receive an average 
of at least C on at least three-fourths of his work or he would be dropped. 

STEVENSON: At Minnesota we have not, so far as I know, questioned the 
records of another institution. If his record is clear, a student is admitted 
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without qualifications. On the whole the records of the transfer students are 
not below those entering from our own junior college. We probably do get a 
number of “floaters” and it is those students who have probably caused most 
of the transfer-student problems. We are undoubtedly going to have more 
students coming from the junior colleges in the future. 

If we can make a selection of students on the basis of quality of work 
done at other institutions, the transfer student problem would be solved. A 
policy which might attain this result, particularly with reference to those 
students who transfer from other degree-granting institutions would be to 
exclude those who have not maintained a scholarship record high enough to 
meet the degree requirements of the first school. 

LitTLETON: It seems to me that if you have a C average for your own 
students and no restriction for transfers and then in the face of that have 
about the same scholarship standing maintained by the two groups, it would 
indicate that the students from ouside are more or less involuntarily and 
naturally about C average. 

STEVENSON: I think that would be true. Those coming from the junior 
colleges have probably been sifted to some extent on the basis of their abili- 
ties and interests and are, therefore, really interested in the business courses. 
Their interests have probably been pretty well indicated at the time they 
choose to come to the school of business administration. 

LITTLETON: We made a test of that at Illinois. We took one school that 
was in question, whose students were being dropped because of poor scholar- 
ship to a very noticeable degree, and the records of all the students trans- 
ferring from that school were studied—it was a junior college in Chicago. 
We found a rather surprising thing from the figures and averages, namely, 
that the students who came to us from this junior college, which apparently 
was furnishing us a lot of “drop” students, averaged higher scholastically 
than a single selected group of our own students from our junior college. We 
had no C requirements for our own students from the junior college. It was 
rather disconcerting to the committee to find that this school which was, we 
thought, sending us poor students, was, in fact, sending us students whose 
work averaged up higher than those who came from our own junior college. 
It seems that the junior college was sifting the students and sending their 
best to us. 

STEVENSON: I had expected to find that the transfer students’ records 
would be much below the average of those entering from our own junior col- 
lege. The student work committee report shows that 75 per cent of the stu- 
dents dropped were transfer students. Evidently there is a small group of 
those transferring from other institutions whose scholarship abilities are be- 
low the average of both the former school and the university. 

LITTLETON: The registrar at Illinois showed me some figures which give 
the same results. He explained that they showed in general that students 
transferring from junior colleges received about the same average grades in 
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their Junior and Senior years as students who took their junior-college work 
in our own institution. He explained this largely by the process of sifting 
—that those who do not desire to go to college and complete a four-year 
course have found it out and do not come to us. The unusually good stu- 
dents from the junior colleges are almost always going ahead, they have not 
anything else to do, they must go to a large university. We get a good many 
very good students from junior colleges, and these offset the failures. 

The conclusion of the registrar was that the transfers from the junior col- 
leges were just as good as those who took their work with us. Especially in 
the case of women coming from junior colleges, the average was higher be- 
cause many of the women who come to us in their Freshman year come for 
the sole purpose of “making” a sorority. 

STEVENSON: I wonder about the quality of instruction in the junior col- 
leges in courses in economics. I have had only one experience in this con- 
nection myself. In this case a man was placed in charge of a course in eco- 
nomics who had had no college work in that field. 

Scovitt: How much credit should we give to commerce courses in jun- 
ior colleges? 

STEVENSON: If the junior colleges would confine themselves to arts work 
and not attempt to invade the field of specialized business instruction, it 
would help to solve the problem of the transfer student. 

PROFESSOR ELMER HILts: Two years ago our registrar sent me out to in- 
spect junior colleges in regard to their economics. I found one case where ne 
previous training had been had by the instructor. I also found another situ- 
ation. A man was giving a course in corporation finance and I asked him 
what his students had to take before entering the course. He said that noth- 
ing was required, neither principles of economics nor accounting. Here they 
were offering corporation finance without any prerequisite. 

STEVENSON: We have set up for students at Minnesota a regular two- 
year prebusiness program. In this respect the conditions here are not essen- 
tially different from those in actual practice at Illinois. We have practically 
a four-year course and most of our junior colleges in the state have set up 
similar programs. We include principles of accounting, principles of eco- 
nomics, and an elementary course in statistics. These are the only courses 
required in the field of economics and business. 

FitzcERALD: What does happen in the case of a student who enters with 
credit in a course in which you do not give credit except when taken above 
the junior-college level? 

ScovitL: That is one of the questions I raised in my preliminary re- 
marks. We usually inspect the catalogue and find out what the course con- 
tains and if possible the textbook used and try to arrive at some idea of the 
standards, then we allow the student credit for it in the light of these facts. 
We generally do not require him to take our course if it is a repetition. 

Stevenson: We had a case of a man transferring from the University of 
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Southern California, I believe, which was very outstanding. We had had 
considerable work in the first two years that was not in our particular 
sequence of courses but we gave him full credit for the work taken there. 
Consequently, in his Senior year he was taking several Freshman courses 
so that he could meet our requirements. 

McCtiunc: I am very much interested in getting information with ref- 
erence to the grades required of transfer students. We, at the University of 
Southern California, require a C average before a student is acceptable. 
That is the result of the agreement between Stanford, California, and South- 
ern California—trying to maintain the same standards in the three schools 
with reference to transfer students and requirements for graduation. 

We have been confronted with the particular difficulty of junior-college 
students coming in who have had corporation finance and perhaps statistics 
and other subjects in their Sophomore year before they have had principles 
of economics. In order to bring about as amicable a situation as possible, we 
have been compelled, as you did at the University of Illinois, to accept them 
with full credit, though I think perhaps it is unjust. 

ScoviLLE: Could you tell us something of the practices at Northwestern, 
Dean Davies? 

Davies: I do not believe that I know very much about the day division’s 
problems in connection with transfer students, but I am familiar with the 
situation in the evening division. I suppose that we have as many transfer 
students as any other institution in the country with perhaps the exception 
of New York. 

We do not have a central office at Northwestern University for the han- 
dling of credits, grades, etc. The administrative office of each school takes 
care of this. My practice in the evening division has been much the same in 
general as has been outlined. We accept credits from recognized institutions 
at full value. As far as degree candidates are concerned we are, the same as 
the day division, a senior college requiring two years or sixty hours of com- 
merce work. We cannot accept more than sixty hours in non-professional 
work and everything is scaled down to less than sixty hours as far as non- 
professional work is concerned. For other schools no definite percentage 
basis has been outlined. My policy has been to scale down all non-profes- 
sional work to the sixty hours and then to scale down the professional work 
to same basis as our own work. For example, if our course gives two hours 
credit and the junior college or school in question gives three hours credit 
for the same course we scale it down to two hours, more or less arbitrarily. 

It is a problem all the way through. It is, of course, difficult to know what 
the other work is like. There is one complaint particularly regarding cata- 
logue descriptions of courses. Different schools seem to try to make up 
names for courses trying to find new ones. Something could be accom- 
plished if some of these institutions would quit trying to conceal the subject 
matter of the course by inventing new names and would use names with 
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which every one is familiar. We have found some strange combinations that 
have been attached to courses. If the Association wanted to make a recom- 
mendation I would suggest a standardization of names and subject matter 
should be attempted instead of the inventing of new courses and titles. 

Scovitt: Isn’t it Northwestern that requires all transfer students to 
take examinations? 

Davies: We do have a plan of that kind in the evening division, in ac- 
counting. The reason for that is that we have transfers in accounting from 
all over the United States, from all kinds of schools, who have had all kinds 
of accounting courses. At one time we tried to classify the schools but were 
unsuccessful. Under this plan we would admit the student from the courses 
in accounting at the University of Illinois, for example, to an advanced 
course and the student from another nearby institution we would not admit. 
We decided the only way out was to require an examination of all who 
wished to enter our advanced accounting courses and to apply that rule to 
all transfer students, explaining to the student that we have made it a rule 
to give this examination to all students transferring to our school. We have 
never had any difficulty in enforcing it. 

This plan does take care of admittance requirements. The regular pro- 
gram at Northwestern as regards accounting is pretty well worked out. 
Eight semesters of work in consecutive order are offered. The transfer stu- 
dent may enter at any place along the line if he can pass the examination into 
that course. 

It ought to be explained, too, in connection with the accounting examina- 
tion, that it is an examination for all students and it is insisted upon no mat- 
ter what the institution in which they took their junior-college work. This is 
not an examination for determining the value of credits, but is simply used 
to determine whether their previous study has qualified them for entering 
into a certain accounting course in our curriculum. Perhaps he should take 
our course which corresponds to one that he has already taken at the institu- 
tion from which he comes. He doesn’t want to take a more advanced course 
in accounting than he is prepared for. These examinations are purely for 
the purpose of placement and have nothing to do with the evaluating of 
credit received at the institution from which he comes. 

An examination corresponding to this is the one required of each transfer 
student in the day division in English. We require every transfer student to 
take an examination in English when he enters as a junior. We do that in 
order not to know whether to accept the hours of English credit which he 
earned at another institution but to determine whether he has had sufficient 
training in English. We require this examination be taken by every transfer 
student, even those from the college of liberal arts at Northwestern Univer- 
sity. No matter how many credits he may have in English the transfer stu- 
dent is required to take this examination so that we may determine his fit- 
ness to handle English. If he doesn’t pass a satisfactory examination in 
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English he is placed in a special course in English which all men deficient in 
English are required to take and for which no college credit is given. This 
course runs throughout the Junior year and the work is done by the co-oper- 
ation of all of the instructors. About 35 to 50 students take this each year. 
There is no discrimination involved in the giving of this course, everyone is 
required to take it. The ratio of men from the Northwestern college of lib- 
eral arts is fully as high as for any other institution. 

Herrman: Our problem at Northwestern is particularly perplexing as 
regards the transfer in the day school. It is interesting to know that 66 per 
cent of them are transfer students. In other words, approximately two-thirds 
of the students in the day school of commerce have come from some other 
college or university. This year somewhat over roo colleges and universities 
are represented; we have students from 4o states and from 8 or 1o foreign 
countries, which give us a very cosmopolitan student body, and you can 
readily realize that with two-thirds of the students having had their pre- 
liminary work at other institutions a very great problem of integration and 
co-ordination is presented, as concerns the work in the last two years. 

We have found in a statistical study that this 66 per cent from outside 
colleges and universities, who have completed their first two years’ work 
elsewhere, do well as far as scholastic achievement is concerned, in compari- 
son with the other 33 per cent from our own college of liberal arts. It is 
hard to find a basis for differentiation. 

There is a problem in connection with the transfer student which has not 
been touched upon. It is the difficult problem of the assimilation of these 
transfer students by those men in your own institution. It is a problem of 
adjustment to their social environment. I think it is true that these extra- 
curricular problems of social adjustment have a tremendously vital bearing 
upon the work that the student does. The students come in at the beginning 
of the Junior year representing a large host of colleges from all parts of the 
country, and in a good many cases they have formed a great attachment for 
a smaller college. There are very many different problems connected with 
the assimilation of these students. 

In the first place, the social fraternities look with great disfavor upon bid- 
ding men who will be on the campus only two years. As a matter of fact 
they would do very much better if they did bid these men than if they bid 
Freshmen, most of whom are there for not even two years. The fraternities 
want four-year men and do not know that these two-year men would prob- 
ably be more valuable. In most cases these transfer students do not have an 
opportunity to join any social organizations. These organizations are in the 
control of men who started at Northwestern and who do not welcome the 
transfer student. Therefore, the social life of these transfer students is not 
extremely pleasant. The whole problem of assimilation into a new institution 
has not yet been solved, at least not with us. 

The question of commerce credit in junior colleges is also a problem with 








152 ANNUAL PROCEEDINGS 


us. We have several junior and municipal colleges which offer quite a bit of 
commerce work. In the first two years they have from thirty to forty hours 
of commerce work. We have not solved this problem. We are inclined to 
think that in the day school we will accept their credit in the school of com- 
merce, giving them the same amount of commerce credit during the Fresh- 
man and Sophomore years which we would permit them to take on our own 
campus. We accept principles of economics, money and banking, and one 
year of accounting, but beyond that no commerce credit is given. 

ScovitL: That is one of the questions in my mind. What to do with 
these students who come in with a great many hours of commerce work with- 
out having the prerequisites for certain courses, for example, courses in ad- 
vertising and finance. 

HEILMAN: Any institution would be justified in saying: “We will accept 
only so much commerce credit as we would permit in our own institution 
during that certain period of study.” 

FITZGERALD: That is the way it works out at Texas. What is given in the 
upper level just isn’t credited if it is taken on the lower level. 

Hitts: There is a practice here at the University of Iowa which I am 
not certain that I approve. There is a limitation of the number of hours in 
the Freshman year that a student may take in any department, and a similar 
limitation is made in the Sophomore year. If the student presents to us credit 
in excess of that maximum the registrar follows what he calls a “split the 
difference” rule. The limit is six hours in a given department in the Fresh- 
man year and in the Sophomore year twelve hours. If a transfer student en- 
ters with more than six hours of credit earned during the Freshman year at 
another institution, he would get only half of the excess, assuming that the 
work is of a nature that would be credited at all. Does any other institution 
follow such a practice? 

Scovitt: Are there any recommendations we care to make to the As- 
sociation? ; 

My own recommendation is that the Association as such should not have 
anything definite presented to it for action. It is a problem for the several 
institutions, and it is suggested that each institution ought to try to keep some 
record of the transfer students as to the work they do before coming to the 
institution and as to the record they make after they transfer. Also a record 
should be kept of the concessions made and prerequisites waived. Possibly 
we could use those records for further discussion at some later time, and as a 
basis for the exchange of ideas. 

Mr. Stevenson, would you care to have the recommendations you made 
formally acted upon? 

StEvENsoN: I do not believe that those recommendations are of a char- 
acter to be acted upon. I suggested them as things that might be considered 
at some time in the establishing of relations between members of the Asso- 


ciation. 
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ScovitL: They can be used by the incoming administration to decide 
whether this sort of topic can be brought up for ciscussion next year. 

I might say that our college is a little behind the times in obtaining infor- 
mation concerning transfer students. I could not find any records of transfer 
students at all in the form of summaries. In order to collect statistical ma- 
terial it would be necessary to go through the individual cards in the file and 
make a classification of each individual separately. It is desirable to start 
to make a list of these transfer students at the end of each semester and keep 
a record of the concessions granted, such as waiving prerequisites, as well as 
a record of their grades. 





SHOULD DEGREES GRANTED BY SCHOOLS OF 
BUSINESS BE STANDARDIZED? 


DEAN FRANK T. STOCKTON, Chairman 


OR the past thirty years those in charge of collegiate business 
education have enjoyed a Roman holiday in naming their va- 
rious schools and in designating the degrees to be granted there- 

by. It is doubtful if there has ever been another period in the history of 
education during which administrators and faculties have enjoyed 
greater privileges in the exercise of their fancies in matters of termi- 
nology. Conditions have now come to a pass where the advisability of 
a standardized degree needs to be taken into consideration. 

Such study as I have made shows that at present fifteen different 
degrees are awarded upon graduation from what we may call the gen- 
eral business course, namely: 


Bachelor of Arts 

Bachelor of Science 

Bachelor of Philosophy 

Bachelor of Science in Commerce 

Bachelor of Science in Business Administration 
Bachelor of Science in Business 

Bachelor of Science in Commerce and Business Administration 
Bachelor of Science in Commerce and Finance 
Bachelor of Science in Commerce and Economics 
Bachelor of Science in Economics 

Bachelor of Commercial Science 

Bachelor of Business Administration 

Bachelor of Arts in Commerce 

Bachelor of Arts in Business Administration 
Bachelor of Philosophy in Commerce 


[Member of the group: “We have the Commercial Engineer at Cin- 
cinnati.”] Thank you for the information. That makes sixteen differ- 
ent degrees. It is quite possible that there are even more than that 
number. 

The degree most frequently employed apparently is Bachelor of Sci- 
ence in Commerce. Bachelor of Science in Business Administration oc- 
cupies the second position. The Bachelor of Business Administration 
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comes next, to be followed by the “straight” Bachelor of Science and 
the Bachelor of Science in Business. 

When we come to degrees for special curricula we find quite a va- 
riety. For the secretarial curriculum we have the Bachelor of Science 
in Commercial Science, the Bachelor in Commercial Science, the Bach- 
elor of Science in Secretarial Science and even the Bachelor of Arts in 
Secretarial Science. There are a few instances of Bachelor of Science 
in Accounting, Merchandising, and other special fields. I have no quar- 
rel with such highly specialized degrees on the score of diversity in 
terminology except in the case of the degrees for secretarial curricula. 
Here it would seem that a little standardization would be desirable. 

Business degrees ordinarily take their names from the names of the 
schools. There are a limited number of cases where such consistency 
does not obtain. For example, mention might be made of a school of 
business administration which grants the degree of Bachelor of Sci- 
ence in Commerce. 

It is rather out of line that the A.B. should be granted by a profes- 
sional school. We ordinarily think of the A.B. as the degree to be con- 
ferred upon graduation from a non-specialized, liberal arts curriculum. 
Such a degree as Bachelor of Arts in Business Administration is strange 
enough and yet we actually find some schools granting a “straight” 
A.B. to business students. 

I do not believe that the standardization of degrees involves the 
establishment of absolutely standardized curricula. All that is involved 
is common usage of the same degree name for the general course. 
Every school of business provides training through a general curricu- 
lum which may be the same for all students or which may have some 
arrangement for “majors.” While there is a tendency to employ cer- 
tain functional and tool courses in the curricula of all schools, there 
is as yet no uniformity and probably there will be none for some time 
to come. 

Uniformity in degrees might be attained without necessarily stand- 
ardizing the names of the schools themselves. A precedent for such a 
situation is found in the case of liberal arts colleges. All such divisions 
standardize on the A.B. degree for the basic curriculum. Yet some are 
known as colleges of arts and sciences, some as colleges of liberal arts 
and sciences, some as colleges of sciences, literature, and the arts, and 
so on. In the case of education, engineering, law, and medicine, stand- 
ardized names and degrees have been developed. 

If we had one standard degree for business schools, such as the 
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Bachelor of Business Administration or the Bachelor of Science in 
Business, it is extremely doubtful if anyone could be found who would 
argue in favor of returning to the situation which we now have. It cer- 
tainly would be difficult today to find anyone who would recommend 
that the Iowa law school, for example, abandon the LL.B., for some 
other degree, or that the Illinois medical school take similar action as 
regards the M.D. The trouble is that no school wishes to change its 
name or that of its degree except on its own initiative. That there is 
nothing sacred about school and degree names is obvious when we ob- 
serve that at the University of Minnesota and the University of Okla- 
homa only recently the designations have been changed from “School 
of Business” to “School of Business Administration” with correspond- 
ing alterations in the names of the degree granted. 

Of course, it is an easier matter to change titles and degrees in a 
comparatively young school than it is in one of the older organizations. 
Schools like Wharton, New York, Chicago and California, which have 
granted certain degrees for a number of years, will naturally be quite 
reluctant about abandoning them. 

I have examined the situation with regard to the collegiate business 
schools organized since 1915 to see if there is any trend in the direction 
of using certain names for the schools and their degrees more than 
others. No such trend is evident. While no school established during 
the past fifteen years has employed the title “Commerce and Adminis- 
tration,” at least sever schools have put new color into the picture by 
calling themselves “Schools of Business,” a title which, so far as I can 
discover, was not used until 1915. From the “School of Business,” of 
course, a bachelor of science in business has been derived. Since 1915 
such titles as schools of commerce, of business administration, of com- 
merce and finance, and of commerce and business administration, with 
degrees of like name, have continued to come on the scene in about the 
same ratio as before that date. 

We talk a great deal in our marketing classes these days about con- 
sumer recognition and consumer acceptance. We might well apply 
some marketing principles to our own products. The general public, 
while it may not think much about the matter, doubtless is better able 
to comprehend the significance of one standard degree, such as the 
LL.B. for law schools, than it is to puzzle out the relationships of six- 
teen degrees purporting to signify the completion of general curricula 
in business schools. 

It is doubtful whether prospective employers devote much study to 
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the fine shadings in degrees. Employers are looking for business-school 
graduates and care little whether diplomas are inscribed with the 
B.B.A., the B.S. in B.A., or the B.S. in B. However, even here a stand- 
ardized degree may come to have greater significance than a whole 
alphabet. 

It does mean something to the schools themselves to come to some 
sort of unity in degree names. Comparison of curricula and of stand- 
ards is easier in the case of institutions which place the same labels on 
products presumably similar in character. 

My attention was first attracted to this question when I saw an edi- 
torial about it in “Wisconsin Commerce” which presented arguments 
for a standardized degree from the student standpoint. Later on I 
learned that one of the business fraternities, Delta Sigma Pi, was con- 
cerned about the matter and that it had planned to obtain the opinion 
of all the business school deans with regard to standardized degrees. 
Delta Sigma Pi, of course, represents both alumni and undergraduate 
groups. The question which is before us is not one purely of inside ad- 
ministrative interest if it is being discussed by the students themselves 
and by student organizations which are intimately connected with our 
schools of business. If such groups are beginning to feel that handicaps 
are placed upon the graduate by the confusion of degrees it appears to 
be time for us to consider the situation. 

For my own part, I prefer a more distinctive degree than some sort 
of B.S. This degree has been applied to everything that an A.B. cannot 
cover. We find it in engineering, in education, in forestry, in phar-nacy, 
in some curricula of liberal arts colleges, and elsewhere. On the basis 
of distinctiveness, there is considerable merit in the Bachelor of Busi- 
ness Administration. 


DEAN GRIFFIN: 

I have been thinking, as Dean Stockton referred to the great variety of de- 
grees in our line of work and the relative simplicity in other lines, that possi- 
bly if we would look at some other lines of work we would find there also a 
considerable degree of variation. Without giving any advance thought to 
that aspect, I jotted down some of these differences as I listened. 

When he said liberal arts meant one thing and had one degree—we know 
of the B.A., A.B., B.S., and Ph.B. Within the various fields there is the B.S. 
in Engineering, B.S. in Chemical Engineering, the B.S. in Education, A.B. in 
Library Science, A.B. with Library Science attached, etc. That is all within 
the liberal arts college. In the law school at Michigan there are the LL.B., 
the J.D., and the S.J.D. degrees. The first two differ principally in quality 
of work done; the S.J.D. is a research degree. 








158 ANNUAL PROCEEDINGS 


In the medical school I don’t know of the variety. We do have the Ph.D. 
in Medicine, and the Doctor of Public Health has recently been created. In 
engineering we have the B.S., the B.S. in Engineering, the M.S. in Industrial 
Engineering, E.E. in Electrical Engineering, M.E. in Mechanical Engineer- 
ing, and an honorary Doctor of Engineering. 

The object of a degree, it seems to me, is to describe the completion of a 
certain course; it does not guarantee any given amount of knowledge. It does 
not guarantee anything concerning the character of the person, except that 
he has succeeded in remaining in school during the prescribed number of 
years; it does not guarantee anything concerning his prospect of business suc- 
cess. It is an arbitrary thing. If you gain 120 hours in most institutions with 
a certain scholarship standing, you get the degree. 

If we are trying to determine which degree should be taken, it is reason- 
able to go back and see what the various titles imply. The A.B. ordinarily 
implies four years of general college course. The M.A. implies one year be- 
yond the Bachelor’s in the same or allied subject; that is, one year of ad- 
vanced work in the subject in which the Bachelor was taken. The Ph.D. im- 
plies about three years beyond the Bachelor’s in the same line of work as 
undergraduate study, with emphasis on research. The Bachelor of Commerce 
or of Business Administration, as it is usually called—I can’t see any impor- 
tant distinction between Commerce and Business Administration—likewise 
implies four years of undergraduate study. The M.B.A. is a professional de- 
gree which implies more work than does the Bachelor’s degree. The M.A. to 
my mind implies a year of true graduate work. Possibly we wouldn’t agree 
as to the connotations of these various degrees, but that there are these dif- 
ferent groups to be recognized seems to me clear. We can distinguish as 
meaning different things at least five different groups: the A.B., M.A., Ph.D., 
Bachelor of Business Administration, and the M.B.A. 

What are the different types of courses to which we have attached these 
names? You have the four-year course in commerce in which the student en- 
ters the school of commerce directly from high school. You have another 
four-year course in which the students devote two years in the college of 
liberal arts and two years in the college of commerce. There is very slight 
distinction between these courses; it is four years heading up into commerce, 
which would probably call for a Bachelor’s degree. 

Then you have another type of course which involves five years—an A.B. 
degree in Commerce plus one year of advanced work, which seems to me to 
call for an M.A. in Commerce. Then you have two other groups of situations 
quite closely allied. One is the five-year course, three years in liberal arts 
and two years in commerce. That is the Michigan plan and also as I under- 
stand it the Tuck School plan. That probably calls for a degree different from 
the M.A. degree in Commerce. It calls for a professional degree, and the 
term M.B.A. meets that need. This strikes me as a professional and not a 
true graduate degree. It seems to me that in the field of commerce there is 
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justification for a Bachelor’s degree, an M.B.A., an M.A. or M.S., and for 
another degree on the doctorate level. 

As to the question of the various Doctor’s degrees, I personally prefer 
where feasible the use of the Ph.D. The D.C.S. (Doctor of Commercial Sci- 
ence) seems to imply that commercial subjects have been reduced to a sci- 
ence, an implication which I do not think is warranted. Further, the inven- 
tion of a new Doctor’s degree it seems to me is unnecessary because when you 
get into the level of work beyond the Bachelor’s or the M.B.A. in Commerce 
you are primarily dealing with research. At that level the distinction between 
economics and business becomes slight. We have had a number of students 
take Doctor’s degrees in subjects which could be called business administra- 
tion—theory of accounts, wholesale distribution of foods, the concept of 
good-will in accounting, and one this year on the incidence of advertising 
costs. Those subjects have all led to the Ph.D. in Economics or in Economics 
and Business Administration. It seems to me that is justifiable. I fail to see 
the need for additional titles for the doctor’s work. It seems to me reason- 
able that that is one place where we could simplify. 

I am inclined to agree with Dean Stockton that this is very largely an aca- 
demic question, because we can’t do a great deal about it. Everyone would 
be willing to defend his own situation. It resembles the case of the mother 
who was watching the soldiers go by, all out of step but Johnnie. 

Also, I am not so sure it makes so much difference to the business man. 
Not only is he not going to discriminate between graduates on the basis of 
the degree held, but I think I am safe in saying the majority of business men 
don’t know what degree a man does hold. They identify men by institutions 
rather than by particular degrees of Latin or English derivation that may be 
used to describe them. I think there is much more importance attached to 
degrees by institutions than by business men. For that reason alone it is 
worth while to simplify wherever we can without destroying the real distinc- 
tions that do exist. The essence of this discussion is that there are some dis- 
tinctions. While it is worth while to follow your analogy of advertising tech- 
nique to see that the same brand name applies to all those that are alike, it is 
also important not to describe different things by the same name. We have 
four or five different situations which would justify that number of degrees. 


DEAN JoHN T. MADDEN: 

However desirable in theory it may be to standardize degrees, there will 
frequently be cases in practice where this cannot be done. Using for illustra- 
tion the school of commerce at New York University, we began our career 
as a full-fledged school with its own dean and faculty in 1900. In order to 
distinguish the Bachelors of our school from those of the arts and science 
schools, it was logical for us to designate our degree as Bachelor of Commer- 
cial Science. At least that designation stood for a distinctive quality of work 
and there was no possible chance for confusion. Many thousands of grad- 
uates now hold this degree (there were over 600 awarded last year) and it is 
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obvious that we shall never change the descriptive title after a history of 
thirty years. 

We have a state department of education in New York which exercises 
control, among other things, over professional examinations. Several years 
ago we were compelled to offer a new course of study—with which we did not 
agree—if our students who later desired to enter law schools were not to be 
penalized by a fourth year in the study of law. As a result, we distinguish the 
students who follow this course by awarding the Bachelor of Science degree 
with a qualifying phrase indicating the field of specialization. At the same 
time, we added the qualifying designation to the degree of Bachelor of Com- 
mercial Science. 

Our courses of study are based upon quinquennial surveys of our curricu- 
lum. We require a major in one field of specialization and two related minors. 
Too many bachelors of science are masters of none. These courses lead to 
designated vocational objectives and we attempt in this way to meet the 
views expressed by Dr. Donald and Colonel Rees on Thursday evening. The 
quinquennial surveys referred to are exhaustive and thoroughly scholarly 
pieces of work in which all departments work together. Since so many of our 
faculty are actively engaged on the firing line of business, we cannot be very 
far behind the business procession; at least not so far behind that we do not 
know the direction of the line of march. The dean’s office has in its posses- 
sion something which I think few deans have; namely, a topical outline of 
every lecture in every course given in the school. In view of these facts, 
therefore, we see no objection to the practice of having the degree that is 
awarded carry a descriptive title indicating concretely what it stands for. 
Brevity may be the soul of wit, but is not necessarily a desirable qualification 
for universal application in the matter of degrees. 

Tradition, which sometimes has a compelling force greater than law, re- 
quires the retention of our old degree. The regulations of the court of appeals 
and the state department of education require the adoption of a new desig- 
nation. As between a standardization which does not describe with some de- 
gree of concreteness the character of the work upon which the award is made 
and the assortment of designations which more accurately indicate the work 
covered, I greatly prefer the latter. 

I see little force in the argument that the student or business man may be 
confused. Rather do I think that the accurate description is enlightening 
even though a few additional words are necessary to illumination. 


DEAN Is1por LoEB: 

At the outset I want to record my entire agreement with the first two 
speakers, that the question whether the degrees granted by business schools 
should be standardized does not appear to be vital. This does not mean it 
would not be desirable. I agree also and go farther than Dean Griffin in say- 
ing that this question is considered of far greater importance by educators 
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than by business men and others who will evaluate the degrees after they are 
granted. I think the attitude of the student is much the same as that of the 
educator. But my own experience has been that other persons attach little 
importance to the kind of degree a graduate possesses. 

I have a certain prejudice against the matter of standardization and have 
gone through a distinct change in this regard. My own personal experience 
goes back to that period of which President Jessup was telling us last night— 
about forty years ago when colleges were very much concerned and were do- 
ing a great deal in the whole matter of standardization of requirements for 
admission, of degrees, and curricula. The institution with which I was con- 
nected granted degrees of A.B., B.S., B.L., and when girls were enrolled, 
Bachelor of Domestic Arts. 

I became enthusiastic in the cause of standardization, and I believe it has 
been productive of a great deal of good. The things that have caused me to be 
less enthusiastic and rather suspicious of a program of standardization are 
some of the inevitable by-products which are not so desirable. I agree with 
the other speakers. Most of them have indicated that uniformity is desirable 
if it can be secured without essential detriment. Dean Griffin pointed out 
what seems to me the crux of the whole situation. After all, we need different 
degrees to indicate different things, and in schools of business we have dif- 
ferent things. We have the general curriculum to which the chairman re- 
ferred. But it seems to me he failed to get one distinction which Dean Griffin 
made with reference to the Master’s degree. 

We have today in American institutions a Master’s degree which repre- 
sents a year of graduate work in addition to four years of undergraduate 
work. Then we have a Master’s degree which does not represent that but 
represents work in business done after the accomplishment of three or four 
years in a general college course without reference to business. Those two 
things are different, and it seems to me it would be a mistake to standardize 
these two degrees. It would also be a mistake for an institution that requires 
three years of work in business after three years in college to grant the same 
degree that is given by schools for four years of work in business preceded 
only by a high-school course. Where the thing is the same, there is no necessi- 
ty for diversity in degrees if greater uniformity can be secured without any 
particular disadvantage. 

There will be difficulty in securing agreement among different institutions. 
Lack of uniformity exists in some cases within a single school. I do not un- 
derstand why it is necessary to give several different Bachelor’s degrees for 
different manifestations of the same kind of work. A possible explanation 
may be illustrated by a story told by former President Northrop. 

Before the University of Minnesota commenced its modern building plan, 
it held the distinction of having a greater variety of types of architecture 
than any other institution. When someone commented upon this to President 
Northrop he said, “I don’t see why people complain about the situation. We 
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have every possible type of architecture and material, and we certainly 
should be able to satisfy any individual.” 

I think we are moving in the direction of uniformity that is desirable, 
without at the same time undertaking to attach a uniform symbol to things 
that are essentially different. There are two differences among the great ma- 
jority of schools. Some are giving a Bachelor or a Bachelor of Science in 
Business or Business Administration and others a Bachelor or Bachelor of 
Science in Commerce. The distinction between the term “commerce” and 
“business” seems to be one which divides for the most part the schools in this 
Association. 

Whether we shall ever agree upon a single title is not a matter of funda- 
mental importance. The thing we should fix our attention upon in connection 
with a problem of this kind is that for which the degree stands. We are not 
ready to say that we should have one degree because we are not ready to say, 
and I doubt whether we shall ever be ready to say, there is just one kind of 
curriculum for all schools of business. 


Dean J. F. Pyte: 

I think I agree with practically everything that has been said, especially 
that the degree should be the same for similar content and that the same de- 
gree should not be conferred indiscriminately. There is a question, however, 
as to how far you can or should go into those things which are diiferent. The 
possibility of granting a Bachelor’s degree in accounting, marketing, finance, 
etc., was suggested. I doubt the advisability of such procedure. It would 
seem about as bad for a college of business administration to give degrees in 
each of these courses as it would for liberal arts colleges to give Bachelor’s 
degrees in mathematics, English, etc. It seems feasible to maintain fields of 
specialization in the various colleges and yet use a Bachelor’s degree, the B.S. 
in Business, for example, to connote a fairly standardized course in general 
subjects with enough flexibility to permit some degree of specialization in 
such subjects as accounting, marketing, finance, real estate, or secretarial 
training. Whether this degree is an A.B., B.S., Ph.B., or some other is not so 
important. I personally prefer the B.S. in Business Administration. 

I have found some feeling, on the part of students and business men, that 
we are admitting a certain amount of weakness when we have such wide dis- 
agreement among ourselves in terminology and statement of aims. If we 
have a diversity of opinion among ourselves as to what should be done, then 
it may be thought that no one knows what should be done. Students may 
think it safer to stay away from business courses until we teachers and ad- 
ministrators determine what is the best line of procedure. Most of our prog- 
ress has been made during the last ten years. It would seem that we should 
have progressed far enough in that time to be able to standardize to some ex- 
tent. 

There is less reason for the great variety of advanced degrees than for the 
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undergraduate degree. There is a place for a Master’s degree to be conferred 
on an individual who has actually done advanced work in a given field. Such 
a degree should signify that the individual has specialized in or studied in- 
tensively some particular phase of business. The person receiving this de- 
gree should have shown some aptitude for research and demonstrated his 
ability to plan and carry out research projects. I should favor the MS. de- 
gree as the label most descriptive of this type of training and proficiency. 

The Ph.D. in Business or Economics, I believe, should be reserved to iden- 
tify those who have shown unusual ability in research in the fields of eco- 
nomic theory and business administration. 

A large number of institutions have, during the period of their develop- 
ment, conferred a number of degrees; some degrees have been conferred for 
a few years and abandoned; others created, then abandoned, and so on. This 
is unfortunate. Perhaps it was unavoidable during the experimental stage. 
We should have reached a point by this time where we can be at least con- 
sistent. 

I do not believe that business men, as a group, pay much attention to the 
name of the degree. They consider the institution from which the student 
was graduated, the courses taken, and the record made, as the really impor- 
tant factors. 

If and when collegiate schools of business give similar curricula, and re- 
quire approximately the same amount and quality of effort to earn a degree, 
then we can approach the question of standardization of terminology with 
more confidence. Goods of the same kind and quality might be placed under 
the same label to the advantage of the producer and the purchaser. 

Dean T. A. BEAL: On that last point—it seems to me that the schools or- 
ganized within the last ten years in this line of work have taken on the name 
school of business or business administration rather than commerce. To me 
it seems the word business is a broader term; it has a different connotation 
from commerce. Commerce has referred particularly to trade, and older 
schools had to do with trade. While schools of business or business adminis- 
tration, it seems to me, have to do with all kinds of business. A few years 
ago we changed the name of our school from commerce and finance to busi- 
ness. I remember an argument by Professor Seligman on that point. He 
thought commerce and finance was a more restricted term than business. 

Logs: May I add a word. I think that in the field of graduate work in 
business there would be a very distinct advantage in the establishment of uni- 
formity in degrees. This could be secured if we were agreed among ourselves 
as to terminology. While there is no essential difference by reason of the 
symbol you attach to the thing, members of the administrative boards of 
graduate schools think there is, and they insist on a special degree for grad- 
uate work in business. I agree with Dean Taylor that in the field of graduate 
work there is no reason for any degree other than the Ph.D. 
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DEAN M. A. Atpricu: I have a prejudice in favor of Bachelor of Busi- 
ness Administration, because it seems to me to come somewhere near saying 
what we mean. I would really like to know if there is a feeling among some 
men that the degree Bachelor of Commercial Science is a good degree. I 
wonder if people are for it. I would like to hear the arguments in favor of 
commercial science. 

Stockton: Out of 87 schools on my list only three give it. 

Bea: Is it supposed to mean just the same as the other degrees? 

STocKTon: My notion is that commercial science is supposed to be relat- 
ed to the stenographic end of the work. We have the department of commer- 
cial science. 

Tay or: It isnot with us. The B.C.S. does not require a foreign language. 
It modifies the science and literature requirement to general courses instead 
of the regular courses. B.S. in Commerce is more nearly the two-year liberal 
arts and two-year commerce course and B.C.S. is a straight commerce course 
for four years. 

Pye: Might not the prejudice against the B.C.S. be due to the fact that 
when schools were two- or three-year courses the graduates were given the 
B.C.S. degree, so that it has come to be regarded as an inferior degree. It 
represents to some only two years of work. 
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